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Cameco Corporation, with its head office in Saskatoon, Saskatchewan, Canada, is the world’s 
largest publicly traded uranium company and a growing gold producer. Its Canadian operations 
include the world’s two largest, high-grade uranium mines, located in Saskatchewan and Canada’s 
only uranium processing facilities,located in Ontario. Through its wholly owned producing 
American subsidiaries, Cameco obtains uranium from operations in Wyoming and Nebraska. 
Cameco’s uranium products are used to generate electricity in nuclear power plants around the 
world, providing one of the cleanest sources of energy available today. The company has gold 
mining operations in Saskatchewan and in Kyrgyzstan in Central Asia. Cameco explores for 
minerals in North America, South America, Australia and Central Asia. 


Cameco pursues excellence in all undertakings. We value people who strive to produce work of the 
highest quality. We encourage creativity, innovation and an attitude of continuous improvement. 


Cameco values the contribution of every employee. We seek strong relationships based on honest 


communications with employees and their families, customers, shareholders and suppliers. 


Cameco seeks to earn the respect of all people with whom it interacts, We inspire, trust based on 
honest, fair and ethical behavior. 


Cameco’s operations provide a safe human and physical environment. We are committed to 
exemplary practices that promote the health of employees, safeguard the environment and allow 
us to return the sites of our operations to their natural conditions. 


Cameco is a unique and successful international company. 


Our core business is uranium production and the supply of services to the nuclear industry. We 
are committed to providing, on a long-term basis, outstanding value to our customers. 


“ 


As an integrated leader in the nuclear industry and a recognized gold producer, we find and 
develop quality mineral deposits. We achieve excellence in our operations, in the protection of 
the environment, in the health and safety of our employees and in the development of our 


human resources. 
Cameco earns the support of the communities with which it interacts. 


Cameco achieves sustainable growth and profitability through ethical business conduct and, by so 
doing, will continue to be an investment and employer of choice, providing outstanding value to 
our shareholders and a rewarding workplace for our employees. 


Cover photo: Cameco’s aggressive worldwide exploration program, which grew by 70% in 1996, 
is represented by a rock hammer, the traditional tool used by geologists. Cameco is searching for 
quality mineral deposits to extend production well into the 21st century. 


HIGHLIGHTS 1 


1996 1995  % Change 

FINANCIAL Revenue $ 590.9 $3953 + 49 

$ millions exc er 

a Earnings from operations 145.3 103.8 + 40 
Net earnings [372 102.1 te 35 
Cash from operations Wd 1332 5 Bi 
Per share amounts 
Earnings from operations Df 1.98 0 
Net earnings 2.60 195 33 
Cash from operations 3290 2.54 =p) oul 
Weighted average number of paid common shares 52,833,746 52,359,946 + 
Debt/equity ratio 14:1 Ale - 7 

PRODUCTION Uranium concentrates (lbs U30g) 16,560,000 15,160,000 + 9 

Cameco share 

Seca Uranium conversion (tU) 10,127 10,552 ae 
Gold (oz) 40,375 S623 ap Xe 
Currency is expressed in Canadian dollars unless otherwise noted. 

A note to Unlike many resource companies, Cameco does not publish production costs, sales volumes or realized prices. The company is 

shareholders: one of only a small number of uranium producers in an industry with few buyers. Generally, our competitors—including state 


owned enterprises or large companies in which uranium makes only a supplementary contribution to earnings—do not release 
this information. For Cameco to do so would compromise our competitive position and ultimately, our shareholders’ investment. 


" 
a 


An increased float and a” 
New York Stock Exchange 
listing gives investors greater 


access to Cameco shares. 
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HIGHLIGHTS 


URANIUM 


Cameco experienced a year of records in 1996. 

Net earnings increased 35% to $138 million 
after Cameco sold more uranium and conversion 
services than ever—and at higher prices. 

The increase in the U3Og spot market price 
which began in 1995 continued through most of 
1996, rising from about $12 (US) per pound in 
January to above $16 (US) by midyear but declin- 
ing to less than $15 (US) per pound by year end. 

Revenues of $591 million in 1996 increased 
almost 50% over those in 1995. As in 1995, sales 
of uranium and uranium conversion services 
accounted for 95% of revenues. Gold revenues 
accounted for the remainder. 

During 1996, Cameco moved toward its vision 
of increasing its presence in the uranium industry 
and of becoming a recognized gold producer. 


Cameco increased its market share of sales to about 
15% of the western world’s U3Og consumption 
and more than 20% of conversion requirements. 

At the same time, Cameco’s share of produc- 
tion reached 16.6 million pounds U30g—the 
highest in the corporation’s history—and output of 
conversion services again exceeded 10,000 tonnes. 
Cameco now accounts for almost one-quarter of 
both the western world’s primary uranium produc- 


tion and conversion services capacity. Our future 


The environmental review process for McArthur 
River was completed in 1996. The project is on 
track to begin operations in 1999 and become the 
largest, high-grade uranium mine in the world. 


strength is secured by a controlling interest in the world’s two largest, high-grade uranium 


deposits at McArthur River and Cigar Lake where our share of reserves and resources is more 


than 400 million pounds. 


With the completion in 1996 of public hearings to review the McArthur River project, it is 


anticipated a federal-provincial panel will make its recommendation to the governments in the first 


quarter of 1997. Subsequent government decisions are expected in the first half of 1997. On this 

timetable, McArthur River remains on schedule to begin production in 1999, replacing production 

from the nearby Key Lake orebodies, whose reserves will be depleted at the turn of the century. 
Public hearings to review the Cigar Lake project also took place in 1996. Plans are for 


Cameco to operate the mine and to process the ore at the nearby partner-operated McClean Lake 


GOLD 


SHARE PRICE 
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mill, which will be expanded. However, due to a change in the method of tailings management 
at McClean Lake, supplemental public hearings will be held in 1997. The panel is expected to 
make its recommendation to the governments before year end. On this timetable, and subject to 
favorable government decisions, production from Cigar Lake could begin in 2000. 

In January 1997, Cameco concluded arrangements to buy Power Resources, Inc. (PRI), one 
of the largest uranium producers in the United States. The purchase adds more than 1 million 
pounds per year to Cameco’s U3Og production and increases Cameco’s share of reserves and 
resources by 10% and 35% respectively. Besides diversifying Cameco’s sources of uranium supply, 
the purchase fortifies the corporation’s position in the uranium mining industry by providing 
access to PRI’s expertise involving in situ leach technology. PRI operates, and owns 74% of, the 
Highland uranium project in Wyoming and is the sole owner of a number of other promising 
uranium properties in that state. In February SHARE PERFORMANCE 
1997, Cameco entered into arrangements to 
acquire ownership of the remainder of the 


Highland project. 


Construction at the Kumtor gold operation in 
Kyrgyzstan was virtually complete by the end 


of 1996 and commissioning of the mill was 
under way. ay Ree mtr, oe age 

Despite enormous challenges such as 915592 93 94 95 96 
high altitude, isolation, rugged terrain and a 
diversity of culture and language, Cameco Cameco’s share price reached an histoncal high in 1996 
and the Republic of Kyrgyzstan have then declined despite record financial results. 
achieved what no other partnership has in 
Central Asia. 

Assuming no unusual difficulties during startup, production during the year is targeted at 
400,000 ounces, rising to more than 500,000 ounces annually when full capacity is achieved. 
Cameco’s one-third share of Kumtor production (165,000 ounces) will advance the corporation 
toward its goal of producing 500,000 ounces per year by 2005. 


Cameco’s share price performance in 1996 was volatile. Shares which began the year trading at 
$50.63, rose sharply to trade at a record high of $76.25 in March but declined by year end to 
$54.90 for a net increase of only 8% during the year. 

The jump in early 1996 coincided with a number of events, including the government of 
Saskatchewan's divestiture of more than 10 million shares—reducing its ownership to 10%— 
Cameco’s listing on the New York Stock Exchange and, particularly, the significant increase in 
the spot market price for U3Og. 

The share price appears to reflect the relationship which investors establish between the spot 
market price for uranium and the value of a uranium company. When, by midyear, the spot price 
lost its upward momentum, Cameco’s share price began to decline, despite record corporate finan- 


cial performance and the successful pursuit of long-term objectives. 


URANIUM MARKET 


Supply/Demand 


NUCLEAR POWER 


OUTLOOK 


LETTER TO SHAREHOLDERS 5 


In 1996, spot market sales volumes dropped by more than half to 19 million pounds from 40 mil- 
lion pounds U3Og in 1995 and represented only 13% of the western world’s uranium consump- 
tion of 146 million pounds. Long-term purchase commitments by utilities in 1996 increased by 
more than 50% over those in 1995. 


This change in emphasis from the spot to the long-term market reinforces Cameco’s confidence in 
the future of the uranium industry, a confidence based on our assessment of the various factors 
affecting uranium supply and demand. (See page 11.) This assessment points to rising demand 
when primary production accounts for barely half of annual consumption, and to other sources of 
uranium—both traditional and non-traditional—which, together, are not sufficient to fill the gap 


between requirements and production. ' 


Our confidence in the industry is strength- COMPARATIVE RETURN 


ened as countries such as China, Japan, South 
Cameco $461 


Korea and Taiwan expand their nuclear power 
programs and others such as Egypt, Indonesia 
and Turkey are increasingly committed to 
include nuclear power in their long-term 
TSE 300 Return Index $198 


energy strategy. In 1996, 17% of the world’s 


electricity was generated by nuclear power. 


Beyond the visible accomplishments reflect- 9192 93 94 95 96 
ed in the figures which we have published, 


500 


400 


300 


200 


100 


there are many changes taking place within Cameco’s share performance has outpaced the TSE 300 


Cameco which are shaping the future of SES 20) QED 


the company. 

An extensive and demanding strategic planning process undertaken a few years ago matured 
in 1996 as a widely participatory exercise to achieve corporate goals and identify the niche 
which each division occupies within the broader corporate plan. 

Through this process, a synthesis between strategic planning and employee commitment has 
emerged, defining a new corporate culture and bringing with it the promise of achieving our 


vision as an investment and employer of choice in the 21st century. 


February 25, 1997 


Cy eile 


Bernard M. Michel 
Chair, President and Chief Executive Officer 


Through a focused 
marketing strategy, 
Cameco achieved — 


record sales in 1996. 
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MARKETING 


PROFILE 


SALES 


Commitments 


NUCLEAR ENERGY 


Cameco is one of the world’s largest suppliers of uranium concentrates (U3Og) from its mines 
and of services to refine and convert concentrates to uranium dioxide (UO2) and uranium hexa- 
fluoride (UF¢). UO2 is used in heavy water Candu reactors while UF¢ is an intermediate product 
in the fuel cycle of most other nuclear power plants. Cameco sells these products and services to 
electric utility companies around the world which, in turn, contract with other suppliers, such as 
enrichers, to obtain their required type of reactor fuel. 
In the western world, the majority of uranium concentrates and conversion services are sold 
through medium- and long-term contracts, with the remainder 
being sold on the spot market. WESTERN WORLD 
Since 1988, when the spot market price for U3Og experi- MARKET ACTIVITY 
enced a sharp decline which triggered a six-year industry down- 
turn, Cameco has refrained from selling on the spot market but has 137 140 
purchased material from time to time when it was in the compa- 
ny’s interest to do so. In 1996, Cameco continued this practice 
and was an active buyer in the spot market. Cameco focused its 
marketing efforts in the medium- and long-term market for which 


utility customers require significant supplies. 


In 1996, Cameco increased its market share to about 15% of the 67 


western world’s U3Og requirements. Deliveries during the year 60 
were up 39% above those of 1995. Sales of conversion services 
increased 28% over those in 1995. 

Looking further ahead, Cameco’s marketing team experienced a i ee 
successful year, concluding long-term contracts for 31 million @ (orsumption | Prodetion 


pounds U3Og and 12,000 tonnes of conversion services. * Estimate 
Deliveries under some of these contracts extend to the end of the 


ean 


120 


80 


Although production increased 


next decade. This compares with contracts for 19 million pounds in 1996, it was barely half of 


U30g8 and 14,000 tonnes of conversion services concluded in consumption. 
1995—an increase of 61% and a decrease of 14%, respectively. 

With these new commitments, Cameco has maintained more than 100 million pounds U30g 
and 50,000 tonnes of conversion services under contract. Cameco continues to develop long- 
term sales opportunities in potential new markets such as eastern Europe and southeast Asia. 


In 1996, five large new nuclear,energy plants began operation, one in the United States, two in 
the Far East and two in Europe. Two reactors closed, one in the United States and one in the 
Ukraine. As a result, there were 435 nuclear energy plants operating worldwide at the end of 
1996. Over the next decade, the Asian region, led by Japan, South Korea, Taiwan and China will 


1996 MARKET 


U30g Spot Market 


Conversion 
Spot Market 


MARKETING 


be the growth area for nuclear energy. Other regions such as the Middle East (Turkey and Egypt) 


and southeast Asia (Indonesia) are giving nuclear energy advanced consideration. 


The uranium market shifted emphasis in 1996 from the spot market, where volume was signifi- 


cantly reduced compared to the past several years, to the long-term market. Indeed, the long-term 


market was much more active in 1996, with the volume of new long-term purchase commit- 


ments entered into by utilities up more than 50% compared to the previous year. 


As buyers focused on the long-term market, demand in the spot market declined significantly in 


1996, accounting for sales of about 19 million pounds U3Og compared to more than 40 million 


pounds in 1995. During 1996, the spot market price moved from a low of $12.20 (US) per 
pound U3Qg at the beginning of the year to a high of $16.50 (US) in June, declining to $14.70 


(US) by year end. The average spot market price during 1996 was 
$15.58 (US) per pound U30g8, up 36% from the average of 
$11.46 (US) in 1995. 

The rapid rise in the price during the first five months of the 
year precipitated a number of reactions by purchasers and suppli- 
ers. Utilities limited their purchases in the spot market by exercis- 
ing upward volume flexibility under existing long-term contracts 
and by entering into new long-term supply contracts to fill 
requirements, beginning in 1996. Utilities also reduced discre- 
tionary spot purchases for forward requirements. The expected sale 
of excess inventory from the US Department of Energy (DOE) 
and the announcement of higher near-term volumes of uranium 
from dismantling Russian weapons also caused utilities to defer 
discretionary spot purchases. 

Early in the year, suppliers were selective in their spot sales, 
restricting quantities available to the spot market. However, by the 
end of the third quarter, suppliers seeking to complete spot sales 
began pursuing opportunities aggressively, resulting in downward 
price pressure. Some suppliers responded to increased utility 
demand by increasing production, whereas in past years, they may 
have purchased in the spot market to cover these higher delivery 
requirements. In addition, several existing and potential suppliers 


announced expansions or new mine construction, contributing to 


perceptions that supply will be sufficient to meet spot market demand. 


URANIUM 
CONTRACT VOLUMES 

(million lbs U303) 

ee 125 

100 

75 

50 

aD 

0 


94 95 96 
e spot market Qe long-term market 


Source: The Ux Consulting Company, LLC 


In 1996, utilities flocked to the 
long-term market where Cameco 
sells all its uranium. 


The conversion market remained stable in 1996. As in 1995, converters had little capacity avail- 


able to make spot sales, and inventory sales were limited, thus maintaining the spot conversion 


price in a narrow range of $5.85 (US) to $6.15 (US) per kilogram. This, combined with a rela- 


tive balance between conversion supply and demand, contributed to stable prices in long-term 


contracts throughout the year. 


GENERAL MARKET 
DEVELOPMENTS 


Russian HEU Sales 


Russian HEU 
Deliveries 


US Government 
Sales 
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On April 26, 1996 President Clinton signed into law the United States Enrichment Corporation 
(USEC) Privatization Act. Provisions in this act regulate the introduction, into the US market, of 
uranium obtained from dismantled Russian and American nuclear weapons, often referred to as 
highly enriched uranium (HEU). 


The Russian HEU delivered in 1995 and 1996—and totalling about 14 million pounds U30g 
equivalent—was purchased by the US government and cannot be resold into the US market prior 
to 2002, except for resale to Russia for purposes of limited matched sales with newly mined US- 
origin uranium. Russian HEU delivered after 1996 can be sold in the United States beginning in 
1998 but is subject to an annual quota starting at 2 million pounds U3Og and increasing in sub- 
sequent years to a maximum of 20 million pounds U30g per year beyond 2008. Sales of this 
Russian material can be made outside the United States but are subject to a number of trade 


restrictions. 


In late 1996, USEC and the Russian Ministry for Atomic Energy (Minatom) reached agreement 


on the volumes of uranium derived from 
SPOT MARKET PRICE 


dismantling weapons to be delivered to (annual average $US/lb U0s) 

the United States during the next five eer i 20 
years. From this uranium, the Russians pip 45 
will deliver about 14 million pounds 

U30g8 equivalent in 1997, about 19 mil- 10 
lion pounds in 1998 and about 24 mil- 

lion pounds annually between 1998 ; 
through 2001. These initial volumes are a 


somewhat larger than anticipated earlier 


Source: Nuexco Exchange Value 


but total volumes during the next decade 


i fc ted. soem 
ee es In 1996, the average spot market price increased by 36%. 


The material obtained from dismantled 

American nuclear weapons—about 15 million pounds U30g equivalent—can be transferred to 
USEC under the USEC Privatization Act for resale, as can up to 7,000 tonnes of UF¢ from 
excess US government inventories. However, the act restricts the sale of uranium from both these 
American sources into the US market to a maximum of 4 million pounds U3Og per year, com- 
mencing in 1998. 

In the second half of 1996, DOE declared approximately 36 million pounds of uranium 
inventory excess to strategic needs. About 14 million pounds U3Og of this amount is Russian 
weapons material referred to above, while the balance is US government inventory in excess of 
the volumes to be transferred to’ USEC under the USEC Privatization Act. DOE proposes to sell 
this material in accordance with the restrictions in the USEC Privatization Act commencing in 
1997, provided that the Secretary of Energy determines that such sales will not have an adverse 


impact on the market. 
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Bypass Option 
Eliminated 


WORLD 
PRODUCTION 


MARKET OUTLOOK 


MARKETING 


During 1996, the US Department of Commerce (DOC) and Russia agreed to eliminate the 
option of European enrichment as a vehicle to bypass US import restrictions, resulting in 
increased predictability of Russian supplies to the US market. Similar agreements were reached 
with Kazakhstan and Uzbekistan in 1995. ; 


In 1996, world production increased to 93 million pounds U3O0g from 87 million pounds in 
1995. Western world production increased to 76 million pounds from 67 million pounds. 
Production in the Commonwealth of Independent States continued to decline due to economic 
pressures, with production there estimated to be less than 15 million pounds in 1996. Production 
from the rest of the world increased by 9 million pounds U3Og, led by Canada, Australia, the 
United States and Africa. 

In Canada, three proposed projects in Saskatchewan—McArthur River, Cigar Lake and 
Midwest Lake—were the subject of public hearings before a joint federal-provincial review panel. 
Cameco has a controlling interest in McArthur River and Cigar Lake. By the end of 1996, hear- 


ings on McArthur River were completed and the owners await the recommendations of the 
panel. Hearings concerning Cigar Lake and URANIUM SUPPLY/DEMAND 


(million lbs U30,) 


Midwest Lake are expected to be concluded 
tel OOF s 

In Australia, both Energy Resources of 
Australia (ERA) and Olympic Dam 
announced expansions and ERA submitted 


an environmental impact statement on its CIS & China Supply 
Jabiluka deposit. ERA plans to expand 
capacity to about 11 million pounds starting 
in the latter half of 1997 and Olympic Dam 
proposes to increase production capacity to 
about 8 million pounds by 2001. Both the 


Jabiluka project and the Olympic Dam Cameco’s confidence in the future of the uranium © 


expansion will be subject to government industry is based on an assessment of the factors 


review 17, affecting supply and demand. 


The long-term market outlook for uranium concentrates is favorable, as increasing utility demand 
continues to exceed primary production. Additional supplies to meet demand will be available in 
the near term from inventories and in the long term, from military supplies. But the risk to the 
market remains on the supply side. Any disruption in the dismantling of weapons or significant 
delays in major new projects will result in upward price pressure. 

In the longer term, signs point to the expansion of existing nuclear power programs, particu- 
larly in Asia. In North America, where orders for new nuclear power plants orders have lan- 
guished in recent years, electricity demand is growing faster than forecasted and oil and gas 
prices have increased dramatically. 


World: Consumption 
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SUMMARY 
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According to a recent report by the Uranium Institute, world uranium consumption is expected 
to increase to 185 million annually by 2006 from the current level of 167 million pounds. 
Western world consumption is expected to increase to 160 million pounds from 146 million 
pounds in 1996, 


Cameco assumes that non-western world requirements will continue to be met largely from 
domestic suppliers and inventories. Western demand will be met from a number of sources, 
including non-western production and inventories and uranium derived from dismantling 


weapons. 


Supply from western producers will meet the largest portion of utility requirements. However, 
new production will be required to replace production lost due to depleted reserves or to meet 
increasing requirements. The timing of new production will depend on a number of factors, 


including price. 


Non-western production is expected to decline further despite recent price increases. 
Nevertheless, total supplies from the CIS and China are expected to remain stable at about 20 


million pounds per year as a result of their inventory drawdown. 


A limited portion of European and Japanese requirements will be filled from the reprocessing of 
previously used fuel. This source, according to the UI, could provide up to 7 million pounds 


U3Og equivalent per year over the next 10 years. 


Volumes of uranium available to the market from dismantling Russian and American weapons are 
largely as predicted in earlier years but there is a growing realization that some of this uranium 


may be required to meet domestic needs within the CIS. 


The drawdown of excess western inventories is expected to continue, albeit, at a lower rate than 
in the past as excess utility inventories are largely depleted. Although excess US government 
inventory has now become a source of supply, the rate of drawdown is limited by the USEC 


Privatization Act. 


Based on this analysis, Cameco believes there will be sufficient pressure on supplies to sustain 
prices in the longer term. Depending upon the ability of Russia to meet its planned delivery 
objectives of uranium from weapons dismantling as well as the market approach and actions of 
the sellers of this material, there may be upward pressure on near-term uranium prices. Cameco 
and other producers will continue to expand and invest in new mines such as McArthur River 


and Cigar Lake to meet long-term needs. 


Cameco's future 
is secured by ownership 
in the world’s largest, 


high-grade uranium projects. 
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URANIUM OPERATIONS 


PROFILE 


KEY LAKE 
Production 


Waste Management 


Employee Relations 


Cameco owns two-thirds of the world’s largest, high-grade uranium mines at Key Lake and 
Rabbit Lake in Saskatchewan and 100% of Canada’s only uranium processing facilities at Blind 
River and Port Hope, Ontario. In addition, Cameco has the controlling interest in the largest, 
high-grade future uranium mines at McArthur River and Cigar Lake in Saskatchewan. 

Through its wholly owned American subsidiaries, Cameco obtains one-third of the produc- 
tion from the Crow Butte operation in Nebraska and effective in 1997, full production 
from the Highland uranium operation in Wyoming. 


Key Lake maintained its status as the largest uranium operation in the world in 
1996, with total output of 14.1 million pounds U30g. Cameco’s 


Saskatchewan 
share was 9.4 million pounds. Production of 14 million 
pounds is planned for 1997. Mining of the last portion 
of the Deilmann open pit continued throughout 1996. ( f - Rabbit Lake 


Cigar Lake oe 


© McArthur a 


oe 


The tailings management facility constructed in the deeper 


portion of the Deilmann pit was successfully commissioned 
: : : x Lak 
early in 1996. By year end, its performance exceeded modelling PN 
predictions. In-pit tailings disposal will be used to manage waste from 
milling the remainder of Key Lake ore during the next few years and waste 
8 y 8 y @ minesite <> exploration area 


from milling ore from the proposed McArthur River mine after that. 


Athabasca Basin 
Key Lake is a unionized operation represented by the United 
The Athabasca Basin in northern 


Steelworkers of America (USWA) Local 8914. During the year, . 

f Saskatchewan hosts the world’s 
Cameco and the USWA concluded a new three-year collective largest, high-grade uranium 
agreement which will expire in December 1998. deposits. 


Uranium Mining * a Rabbit Dee "Crow Butte ? “ 

69 260,666 205,005 N/A N/A 

; E103 8.2 0.8 0.7 

: 97.29 98.48 N/A N/A 
2.20 1.86 1.90 N/A N/A 


Pun eee neue nen neneenerenneataneaeneenenmeneneanens 


(million Ibs U30s) 205° 518 apo Some 128 «16.4 
Cameco employees 395 397 281 249 N/A N/A 


' Total production for the year ending December 31. 

* Ownership: Cameco two-thirds; Uranerz Exploration and Mining Limited one-third. Cameco is operator. 

* Ownership: Geomex Minerals Inc., a wholly owned US subsidiary of Cameco (32.309%); Uranerz USA Inc. (57.69 1%); Kepco 
Resources America Ltd. (10.00%). Since Crow Butte processes in situ leach reserves in Nebraska, not all comparisons with 
Saskatchewan uranium operations are applicable. Crow Butte Resources, Inc. is operator. 

+ At Rabbit Lake, reserves are from Collins Bay A- and D-zone deposits, the B-zone stockpile and Eagle Point. At Crow 
Butte, reserves.are in situ leach. 
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Nickel-Cobalt 
Extraction 


RABBIT LAKE 
Production 


Mining 


US PRODUCTION 


FUTURE MINES 


URANIUM OPERATIONS 


A pilot project to test the feasibility of extracting nickel and cobalt from tailings in the surface 
waste management facility at Key Lake was concluded in 1996. Although extraction proved to be 
technically possible, it would require a complex process and this, combined with our current out- 
look for the nickel and cobalt markets, led to our decision not to pursue the development of a 
commercial plant at this time. 


Production increased in 1996 by almost 2 million pounds U3O¢ to a record 10.3 million 
pounds. This was achieved while the mill operated only half the time—seven days up and seven 
days down. Cameco’s share was 6.9 million pounds. Production in 1997 is expected to increase 
further to 12 million pounds. 


Three orebodies were mined or developed at the Rabbit Lake operation in 1996. Eagle Point 
underground mine provided millfeed for the operation for 
most of the year. Mining will continue there until reserves are. | Montana 
depleted early in the next century. 


S. Dakota 


Mining of the Collins Bay D-zone open pit began in late Wyoming 
1995, was completed within six months and by year end, e > 
Ree ees & Nebraska 
decommissioning was much advanced. Development of the _ aT 


Collins Bay A-zone open pit started in mid-1996. Mining began 


before year end and is expected to be completed in the first half of Colorado 


1997. Decommissioning will follow immediately. @ vinesit o A 
minesite exploration area 


Midwestern US 
In early 1997, Cameco’s uranium 
With the acquisition of the Highland uranium facility in Casper, acquisition program added 7% 


Wyoming, Cameco will increase its share of US production. to production, 10% to r eee 
and 35% to resources with the 
purchase of the Highland facility 
annual capacity of 2 million pounds. Plans are to increase produc- and associated properties in 


tion to 1.5 million pounds in 1997. This, along with Cameco’s Wyoming. 


Ore from the three deposits is being stockpiled and blended as 
feedstock for the mill. 


Highland produced 1.2 million pounds U30g in 1996 and has an 


share of production from the Crow Butte facility in Nebraska, will 
bring Cameco’s share of US production to more than 1.7 million pounds. 


Subject to regulatory approval, Cameco plans to begin production from McArthur River and from 
Cigar Lake in 1999 and 2000 respectively. With full annual production from the two sites pro- 
jected at 36 million pounds, Cameco’s share would be about 19 million pounds each year. This 
will more than replace production from the Key Lake and Rabbit Lake orebodies, which will be 
depleted at the turn of the century, or shortly thereafter. 


FUEL SERVICES 
Production 


Strategic Alliance 


URANIUM 
EXPLORATION 


Saskatchewan 


Northwest 
Territories 


United States 
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In 1996, combined production of UFe and UO? at Port Hope reached 10,100 tonnes while pro- 
duction of UO3 feed from the Blind River refinery was 10,200 tonnes. 


During the year, an agreement was concluded with the United States Enrichment Corporation 
(USEC) which is developing a new uranium enrichment process known as atomic vapor laser iso- 
tope separation (AVLIS). Cameco is to develop the technology necessary to convert natural urani- 
um into feed for the AVLIS process. 

Once the pilot project—now under way in Port Hope—is concluded in 1998, and if USEC 
decides to proceed with commercial development of AVLIS, Cameco and USEC will evaluate the 
feasibility of joint construction of an AVLIS feed plant which would use Cameco-supplied UO3 
from Blind River. Such a plant would consolidate Cameco’s position in the conversion sector of 
the nuclear industry of the 21st century through an alliance with the largest enrichment company 
in the world. 


Cameco conducts an aggressive uranium exploration program in Canada, the United States and 
Australia to support the corporation’s long-term objective of maintaining its status as a leading 
uranium supplier. Cameco’s share of uranium exploration expenditures in 1996 was almost 

$11 million, up considerably from about $6 million in 1995. The program involved 20 projects, 


most operated by Cameco. 


The focus continued in the Athabasca Basin where Cameco and partners have more than 
800,000 hectares of prospective exploration lands. The 1996 program included some 30,000 
metres of core drilling by Cameco. Although no new discoveries were made, encouraging results 
were obtained in several areas. These and other priority targets will be evaluated by the 1997 
program which will include about 35,000 metres of drilling. 


Early-stage exploration continued in the Thelon Basin during the year. The program included 


prospecting, ground geophysics and limited core drilling. 


Exploration continued in Wyoming for additional in situ leach resources. Drilling revealed mineral- 
ization in the Red Desert and East Shirley Basin areas. New properties containing uranium resources 
were acquired at Box Creek in the Powder River Basin. 


Fuel Services 


Cameco employees is 90 


' Cameco is operator and owns 100%. 
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“Reserves and Resources 
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Eagle Point 
Crow Butte * 
McArthur River ° 


Red Desert Basin ° | oe Se 166 os) 266.8 
Dawn Lake '° 601 V.68) <2 2273 24 
Big Red "! = ae 122 6.1 
Peach * . = ~ 7.0 7.0 
East Shirley Basin '” = & - 2.8 2.8 
Total Resources 348.6 205.6 


Key Lake ownership: Cameco (66.67%); Uranerz Exploration and Mining Limited (33.33%). Cameco is operator. About 90% 
of Key Lake reserves is ore in stockpile. 

Rabbit Lake ownership: Cameco (66.67%); Uranerz Exploration and Mining Limited (33.33%). Cameco is operator. 

Collins Bay B and D-zone reserves are ore in stockpile. 

About 7% of Eagle Point reserves is ore in stockpile. 

Crow Butte ownership: Geomex Minerals Inc., a wholly owned US subsidiary of Cameco (32.309%); Uranerz USA Inc. 
(57.691%); Kepco Resources America Ltd. (10.00%). In situ leach reserves and resources, Nebraska, US. Operator is Crow Butte 
Resources, Inc. 

McArthur River ownership: Cameco (55.844%); Uranerz Exploration and Mining Limited (27.922%); Cogema Resources Inc. 
(16.234%). Cameco is operator. 

Cigar Lake ownership: Cameco (48.75%; voting 50.75%); Cogema Resources Inc. (36.375%); Idemitsu Uranium Exploration 
Canada Ltd. (12.875%); and Korea Electric Power Corporation (2% non-voting). Cigar Lake Mining Corporation is operator. 
Peach ownership: Geomex Minerals Inc., a wholly owned US subsidiary of Cameco (100%). In situ leach reserves and 
resources, Wyoming, US. Geomex is operator. 

Red Desert ownership: Cameco Resources (U.S.) Inc. (100%). In situ leach resources, Wyoming, US. Cameco Resources (U.S.) 
Inc. is operator. 

Dawn Lake ownership: Cameco (54.136%); Cogema Resources Inc. (21.746%); PNC Exploration (Canada) Ltd. (19.448%); 
Korea Electric Power Corporation (4.67%). Cameco is operator. 

Big Red ownership: Geomex Minerals Inc., a wholly owned subsidiary of Cameco (100%), subject to an option of PNC 
Exploration (USA) Inc. to earn up to a 50% interest in the joint venture by 2008. In situ leach resources, Nebraska, US, 
adjacent to Crow Butte. Geomex is operator. 


'? East Shirley Basin ownership: Cameco Resources (U.S.) Inc. (100%). In situ leach resources, Wyoming, US. Cameco Resources 


(U.S.) Inc. is operator. 
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Australia Cameco and its partner, PNC Exploration (Australia) Pty Ltd, concluded 
access agreements to some 230,000 hectares in Arnhem Land, 


Northern Territory and reached agreement on the essential terms of 
access agreements on a further 280,000 hectares in this area. A 
program consisting of airborne geophysical surveys, 
prospecting activities and orientation studies around 
known uranium mineralization at the Black Rock prospect 
was carried out during the year. 

Cameco also made progress in negotiating agreements to 
access properties in Arnhem Land in which Cameco holds 100% 


oO» exploration area 


‘ Cameco’s land position in Australia 
a 50% interest in exploration licences of about 120,000 hectares increased substantially in 1996. 


owned by Queensland Mines Pty Limited, also in the Arnhem 


interest. It is expected that field programs will be initiated in 1997. Auctratia 


During 1996, Cameco entered into an agreement to purchase 


Land area, where an airborne geophysics and drilling program has been carried out. Negotiations 
continued in early 1997. 

In light of increased exploration activity in Arnhem Land, Cameco’s Australian exploration 
office moved to Darwin, Northern Territory early in 1997. 


URANIUM Additional Reserves and Resources *” 


Reserves 

Resources Highland e Se ere cor 4.8 
Gas Hills 52.9 
Other | 137 
Total Resources alee: 


' Tonnes and grade are not listed for these deposits because they contain in situ leach reserves and resources which will be 


dissolved in place and pumped to surface rather than excavated. 

In early 1997, Cameco acquired the Highland uranium project near Casper, Wyoming. This was achieved first by purchasing 
Power Resources, Inc. (PRI), which operates and holds a 74.25% interest in Highland, as well as by entering into arrangements 
to acquire the 25% interest in Highland held by Pathfinder Mines Corporation and the 0.75% held by Everest Minerals 
Corporation. These latter two arrangements are expected to be concluded in the first quarter of 1997. PRI will continue to 
operate Highland. PRI operates and owns 100% of all other reserves and resources listed. 


its gold position through N 
exploration, development 


and acquisitions. © 
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CAMECO GOLD 


PROFILE Cameco Gold, a wholly owned subsidiary of Cameco, 

was created in February 1996 as the vehicle dedicated to oe 
implementing Cameco’s gold strategy. 

From its head office in Toronto, Cameco Gold directs a pro- 
gram of international exploration, development and acquisitions 
to advance Cameco toward its objective of producing 500,000 
ounces of gold annually by 2005. 

In 1996, Cameco Gold conducted an intensive review of the 


industry as a prelude to identifying possible acquisitions and 
embarked on an ambitious $18 million annual exploration program 
involving some 45 projects worldwide. 

Cameco Gold will increase its share of gold produc- 
tion substantially in 1997 when commercial production 
from the Kumtor mine is added to production from Contact Lake. 


GOLD MINES The Contact Lake gold mine produced more than 60,000 ounces in Py 
@ minesite © exploration area 
Contact Lake 1996. Cameco’s two-thirds share was 40,000. Operations ran 
smoothly and production exceeded the year’s targets for grade North America 
and recovery. Almost 30% of Cameco Gold's 
This mine has the distinction of being located in a provincial worldwide exploration spending 


was directed at North Amencan 


park in the boreal forest of northern Saskatchewan. Following Papeiestn 1996: 


development, construction and two full years of operation, 
Contact Lake has demonstrated that industrial activity and the natural environment are compati- 


ble and sustainable. 


Kumtor Construction at the Kumtor gold operation high in the Tien Shan mountains of Kyrgyzstan was 
essentially completed—on schedule—in December 1996 and commissioning of the milling 


operation was initiated. 


Gold Mining * 


abe ee ee en een enasensceweneceeapvavserarnenecssaeessepyaesarmerettnes ssn eenswaees ease seuarateserunatuarasetunweunenasnessueustnunatnneeaweun 


nd oz) : m 106 149 
Cameco employees 63 ay 


serves at year end (thousa 


' Total production for the year ending December 31. 
> Ownership: Cameco two-thirds; Uranerz Exploration and Mining Limited one-third. Cameco is operator. 
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GOLD 
EXPLORATION 


North America 


South America 


CAMECO GOLD 


With capital costs of $450 
million (US) and more than 9 
million ounces of proven reserves, 
Kumtor is the largest, western- 
managed mining project complet- 
ed anywhere in Central Asia. It is 
owned two-thirds by the 
Republic of Kyrgyzstan and one- 
third by Cameco and is operated 
by the Kumtor Operating 
Company, a wholly owned sub- 
sidiary of Cameco Gold. 

Cameco’s share of Kumtor 
production in 1997 is projected 
at 130,000 ounces from a total 


production of 400,000 ounces. 
Cash costs of $200 (US) per 


“Se Outdoor enthusiasts in Lac La Ronge Provincial Park in northern 
ounce are anticipated once the 


Saskatchewan might not be aware the Contact Lake gold operation is 
operation reaches full annual nestled in their midst, due to noise reduction features and minimal 


production of more than land disturbance. 


500,000 ounces. 


h Guiana 


Cameco Gold’s North American exploration projects are man- 
aged from regional offices in Saskatoon, Saskatchewan, Sudbury, Ecvator oy, 
Ontario and Reno, Nevada. Projects in South America are managed / 
from offices in Santiago, Chile and Lima, Peru while Central Asian activ- 


ities are managed from Bishkek, Kyrgyzstan and Almaty, Kazakhstan. 


In Saskatchewan, activities focused on finding additional reserves near 
the Contact Lake mine whose present reserves will be depleted within ree 
two years. Results of the 1996 drilling program were mixed. Exploration es yi 
efforts will continue in 1997. © exploration area 
Early-stage exploration was conducted at several properties in 
Ontario, Quebec, Nevada, and Montana. Drilling continued at a 
strategically located joint-venture property in Ontario, where sig- South America 


nificant gold values have been intersected over economic widths. Cameco Gold's exploration 
program in South America involves 
several projects in Argentina, 
Bolivia, Chile and Peru. 


In addition, three properties in Mexico were the focus of a 


partner-operated exploration program. 


In 1996, Cameco Gold signed an agreement with the Neuquen 
province in Argentina to explore the Andacollo project after winning an international tender. 


Exploration was under way at year end. 


Central Asia 


GOLD 


Reserves 


Resources 


BASE METAL 


Resources 
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Several interesting intersections were encountered during the year as Cameco Gold conduct- 
ed drilling activities on the Volcan Copiapo project in the Maricunga gold district of Chile. 
Followup surface drilling will continue early in 1997. 


Cameco Gold and the Republic of Kyrgyzstan—through the 
country’s mining agency, Kyrgyzaltyn—entered into an agree- 
ment in 1996 to explore several properties in Kyrgyzstan. 
Field work was undertaken on three properties in 1996 and 
will resume in 1997. 

In late 1996, the government of Kyrgyzstan granted 
Cameco Gold the exclusive right to evaluate the Jerooy 


deposit in the Talas region of Kyrgyzstan. The deposit con- : ONE 
tains some 2 million ounces of gold reserves. A feasibility @ minesite <> exploration area 


study is under way and is expected to be complete in mid-1997. 4 
’ , Central Asia 

Jerooy is located about 400 kilometres west of the Kumtor opera- 

Cameco Gold is pursuing several 


tion. me Bar 
opportunities in Central Asia to 
Cameco Gold entered into a joint venture on a large property build on its partnership in 
in northern Kazakhstan during the year. A drill program was initi- Kyrgyzstan. 


ated and interesting results will be followed up in 1997. 


Reserves and Resources 


See dbapunnevecceesuuvessasudwesaseseussetecdsnenavneeavedeabsubhessseaseneuosienatppestuseaohsvsubertupvasapecndynusavauvubeval 


: a) 60 
Kumtor ? gD 4G 23.75 (0.11) 3,916 1,305 
Total Resources 4,070 1,408 


' Contact Lake ownership: Cameco (66.67%); Uranerz Exploration and Mining Limited (33.33%). Cameco is operator. 
> Kumtor ownership: Kumtor Mountain Company, a wholly owned subsidiary of Cameco Gold Inc., (33.33%); Republic of 
Kyrgyzstan (66.67%). Kumtor Operating Company, a wholly owned subsidiary of Cameco Gold Inc., is operator. 


Resources 


' Hanson Lake ownership: Cameco (67.1%); Billiton Metals Canada Inc. (32.9%). Cameco is operator. 
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ENVIRONMENT AND SAFETY 


ENVIRONMENTAL 
MATTERS 


Mining 


Fuel Services 


INDUSTRIAL 
SAFETY 


Canada 


Cameco is committed to environmentally safe operations and conducts a comprehensive sam- 
pling, monitoring and assessment program to ensure that the physical environment is protected. 


All sites operated in compliance with regulations in 1996. 


A number of activities were completed during the year. 

In co-operation with the Atomic Energy Control Board and Saskatchewan Environment and 
Resource Management, a conceptual decommissioning plan was completed for Rabbit Lake, the 
longest operating uranium mine in Saskatchewan, which began production in 1975. In addition, 
financial arrangements were made to ensure future implementation of the plan. 

A state-of-the-environment report was completed for Rabbit Lake to assess the physical 
environment around the operation and compare its current condition with the original predic- 
tions made in the environmental impact statements (EIS). The conclusion is that impacts at 
Rabbit Lake generally compare favorably with EIS predictions. A similar report was completed 
for Key Lake in 1994. 

Also at Rabbit Lake, construction was completed on four fish habitat projects, two involving 
marshes for northern pike and two spawning shoals for whitefish. The areas were established to 
compensate for potential loss of habitat in the Collins Bay A- and D-zone open pits which were 
being developed or mined in 1996. 


A circuit constructed in 1995 at the Blind River refinery was successfully commissioned in 1996 
and is now producing recyclable byproduct from the refining process. 


In an effort to improve overall safety, Cameco implemented a new contractor policy in 1996, 
integrating the corporation’s safety requirements and expectations into service contracts. The 
added emphasis on contractor safety resulted in a 50% reduction in the number of lost-time 
accidents at Cameco’s Canadian operations. Cameco is working to improve the performance at 
the Kumtor operation. A lost-time accident is one in which the time lost as a result of injury 


extends beyond the day of injury and prevents the worker from reporting to work on the next 
scheduled shift. 


Two Canadian sites achieved safety records during the year. At Rabbit Lake, where activities range 
from underground mining to new open pit mine construction, the operation experienced zero lost- 
time accidents. The turnaround in the site’s safety performance involved about 280 Cameco and 
135 contractor employees and was achieved while the operation reached record production. 

At Blind River, the refinery’s 90 employees marked an outstanding seven years without a 
lost-time accident on January 26, 1997. 


Kumtor 


REGULATORY 
MATTERS 


ENVIRONMENT AND SAFETY 


At Kumtor, the workforce increased substantially 
from about 1,500 employees in early 1996 to 
more than 2,300 in October as the project 
reached peak construction. Regrettably, during 
this period of increased activity, separate industrial 
accidents resulted in the deaths of four workers, 
one employed by Kumtor Operating Company 
and three employed by contractors. Intensive 
efforts continue to be made to improve safety 
awareness and educate all workers regarding safety 
practices, as the area is transformed from a con- 
struction site to a production facility. These efforts 
include increased regular, as well as unscheduled, 
safety inspections and holding daily and weekly 
safety meetings. 


In March 1996, the Canadian government intro- 
duced the Nuclear Safety and Control Act in par- 
liament. This proposed legislation is intended to 
replace the Atomic Energy Control Act. The new 
legislation is scheduled to be passed in 1997, 
with revised regulations to follow shortly there- 
after. These changes are not expected to materially 
affect the regulatory climate in which Cameco’s 
uranium facilities operate. 

Under the new act, stricter radiation exposure 
limits will incorporate a formula that combines the 
doses of gamma radiation, radon and dust intake 
which an individual receives in a year. The result- 
ing total must be less than the value of one. 
Cameco’s existing operations already comply with 
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McARTHUR RIVER 
PREDICTED ANNUAL RADIATION EXPOSURE 


(allowable limit = 1.00) 
: Electrician | 
Mechanical Engineer : 
Mine Technician i 
Geologist - 
Mine Manager 
Site Supervisor 
Shiftboss : 
Radiation Technician 
Master Mechanic 
‘Ore Truck Driver (surface) 
| Mechanic 
Ore Slurry Operator 


Boring Operator 


0.00 0.25 0.50 0.75 1.00 


No employee at a Cameco operation has ever 
exceeded the allowable radiation exposure limit. 
At the future high-grade underground uranium 
mines, such as McArthur River, radiation doses 
experienced by most employees are projected to 
be less than one-quarter of the proposed allow- 
able limit. 


the new limit. For the future high-grade mines at McArthur River and Cigar Lake, computer 


projections of radiation exposures indicate that during operations, most workers should have 


combined doses which are less than one-quarter of the proposed dose limit, due in large measure 


to emphasis on remote handling of the ore. 


Cameco’s experience has shown that this method of projecting radiation exposures is reli- 


able and accurate and that remote-controlled equipment can effectively control these radiation 


exposures. 


contribution o 
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PEOPLE AND COMMUNITY 


PROFILE 


EMPLOYMENT 


BUSINESS 
DEVELOPMENT 


COMMUNITY 
INVESTMENT 


Employment 


Cameco’s policy is to maximize the employment of local people and the benefits flowing to 
communities nearest its operations, particularly when such operations are located in remote areas. 


In Saskatchewan, Cameco’s record of employing northern residents remained strong in 1996. Of 
the 1,050 people working at Key Lake, Rabbit Lake, McArthur River and Contact Lake, 50% 
were northern residents, mostly of aboriginal ancestry. 

At Kumtor, as construction intensified in 1996, the workforce peaked at 2,300. More than 
80% of employees were local residents. As the operation moves from construction to production, 
the workforce is being reduced to less than 1,000 people. 

Cameco offers training opportunities to all employees through a corporate education and 
training section at head office in Saskatoon, on-site training programs at the operations and pro- 
grams developed in conjunction with educational institutions. 


To enhance economic opportunities for nearby communities, Cameco and its subsidiaries give 
preferential consideration to local suppliers when competitively priced materials, supplies or ser- 
vices can be obtained. 

In 1996, of the $108 million spent on goods and services in Saskatchewan, more than 
$44 million was spent in northern Saskatchewan. At Kumtor, more than $75 million has been 
spent on products and services purchased from local Kyrgyz suppliers since construction began 
in mid-1994. 


Cameco’s policy is to invest one-half of 1% of the previous year’s net earnings in programs to 
enhance education, health, science, culture and sport in the communities where it operates. In 


1996, more than $500,000 was spent on such donations and sponsorships. 


Total” 


1,636 

91 
1,847 
2 10 
Total 1,323 881 1,380 3,584 


* Includes Power Resources, Inc. acquired in early 1997. 
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MANAGEMENT’S DISCUSSION AND ANALYSIS 


February 5, 1997 


1996 OVERVIEW 


Cameco recorded net earnings of $138 million ($2.60 per share) in 1996 compared to $102 million 
($1.95 per share) in 1995. This represents a 35% increase in net earnings on revenue growth of 
49%, Along with this, cash from operations increased by 32% from last year. The 1996 results 
were achieved through increased sales volumes and improved prices for Cameco’s products and 
services. During the year, uranium markets continued the recovery that began in 1995. The 
U3QOg spot price at the beginning of 1996 was $12.20 (US) per pound of U3Og and at the end 
of the year was $14.70 (US). The U3Og spot price reached a 1996 high of $16.50 (US) per 
pound of U3Og. 

Construction and develop- 
ment of the $450 million (US) 
Kumtor gold project proceeded 
rapidly during the year and was 
essentially finished at year’s end. 
Mining of the deposit began in 
July and commissioning of the 
mill was under way by mid- 
December. Commercial production 
is expected to begin on schedule 
early in 1997. Cameco owns a 
one-third interest in this project 
and is the operator. When fully 
operational, Kumtor is anticipated 
to produce 500,000 ounces of 
gold annually with cash produc- 


tion costs that are projected to be 
about $200 (US) per ounce. Annual output from the 14,500-tonne-per-day mill at Kumtor is expected 
During 1996, further to exceed 500,000 ounces of gold when full production is achieved. 


progress was made in the 

process leading to regulatory approval for development of the McArthur River and Cigar 
Lake uranium projects. A federal-provincial panel held public hearings from September 4 to 
October 7, 1996 to review both of these projects. The public review process for McArthur 
River is now complete but the panel plans to hold supplementary hearings on tailings man- 
agement aspects of the Cigar Lake project. The panel will make recommendations to the fed- 
eral and provincial governments which, in turn, will make decisions regarding these projects. 
Favorable decisions during 1997 would permit commercial production to begin in 1999- 
2000 as scheduled. 
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In October 1996, Cameco announced that it had entered into an agreement to purchase all 
of the outstanding shares of Power Resources, Inc. (PRI), a US uranium producer and all of the 
outstanding shares of Central Electricity Generating Board Exploration (Canada) Ltd., a company 
involved primarily in Canadian uranium exploration. PRI currently produces approximately 
1 million pounds of U3Og per year and has 37 million pounds of U3Og reserves and another 
85 million pounds in the resource category. This transaction closed January 13, 1997, (effective 
January 1, 1997) for a final price of $107 million (US). 

Western world uranium consumption by utilities continues to exceed world mine production 
by a considerable margin. Recent spot price increases have encouraged some producers to expand 
production and plan new mines; but have not reversed the decline in former Soviet Union pro- 
duction. The shortfall between consumption and production is 
being met through inventory drawdown, a source of uranium 
which Cameco believes is almost at an end, and the entry of new bial aes 
supplies from military stocks and weapons dismantling in Russia 
and the United States. Military supplies have presented the greatest 


138 


uncertainty to the uranium market in recent years; however, the 
enactment of the United States Enrichment Corporation (USEC) Ay: AM en fre 
Privatization Act in April 1996 has added certainty by regulating 102 
the entry of Russian and US military material into the US market. 

Other than allowing limited matched sales with newly mined US- 31 ae 
origin material, the act provides for an annual sales quota in the 
US for Russian weapons uranium beginning at 2 million pounds of 
U3O0g8 in 1998 and increasing to a maximum of 20 million 


pounds per year in 2008. While the act does not restrict sales in 


non-US markets, technical constraints and other trade restrictions 
and policies limit the rate at which military material will be sold. 


In August, the US Department of Energy (DOE) declared 94 95 96 
approximately 36 million pounds of U3Og inventory excess to 
strategic needs. Of the 36 million pounds, about 14 million is In 1996 Cameco sold more 


Russian origin resulting from 1995 and 1996 deliveries of the 
Russian weapons uranium mentioned above. The balance is of US 
origin. The DOE proposes to sell this excess material in accordance 
with the restrictions of the USEC Privatization Act. 

The number of operating nuclear energy plants in the world increased by 5 in 1996 for a 
total of 435 at year end. One reactor in the US was closed prematurely. Of particular signifi- 
cance for future uranium demand is the upward trend in nuclear plant capacity factors achieved 
by utilities. The average plant capacity factor in 1995 (the latest available statistic) was 74% com- 
pared with an annual average capacity factor of 63% in 1985. Each 1% increase in capacity 


translates to about a 1% increase in uranium consumption. 
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uranium and conversion services 
than ever—and at higher prices. 
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RESULTS OF 
OPERATIONS 1996 
COMPARED TO 1995 


Uranium Business 


Gold Business 


Non-Segmented 
Expenses 


Cameco’s uranium business consists of the development, mining, refining and conversion of ura- 


nium for sale as fuel for generating electricity in nuclear power reactors. In 1996, revenues in this 


segment amounted to $561 million, an increase of 50% over the 1995 level of $373 million. 


This improvement in revenues was due to increases in both the volume of sales and average unit 


selling prices. Cameco sold a company record volume of uranium concentrates in 1996, up 


approximately 39% over last year, and the average unit selling price rose by 14%. In conversion 


services, sales volumes increased by 28% over the 1995 level while unit selling prices did not 


change significantly. The 1996 results reflect the continuation during the year of a general 


improvement in the world uranium markets that began in 1995. 


A change of $1.00 (US) per pound U3QOg in the spot price throughout 1996 would have 


changed revenues by $14 million compared to $11 million in 
1995. Similarly, a $0.01 (US) change in the Canadian dollar ver- 
sus the US dollar would have changed 1996 revenues by $7 mil- 
lion, compared to $4 million in 1995. 

The cost of products and services sold along with deprecia- 
tion, depletion and reclamation increased from $240 million in 
1995 to $367 million in 1996, an increase of $127 million 
or 53%. Approximately 70% of this increase is attributable to the 
increases in sales volumes. The other 30% was due principally to 
higher graduated royalty charges and small increases in per unit 
cost of inventory sold. Material sold that was mined from the 
Key Lake or the Rabbit Lake Collins Bay B orebody is at a stage 


where it attracts graduated uranium royalties.- 


Cameco’s gold activities for the year generated revenues of 

$30 million, compared to $22 million in 1995. About 80% of 
1996 revenues came from selling Cameco's share of gold pro- 
duction from the Contact Lake mine, with the remainder being 
management fees that Cameco earned as operator of the Kumtor 
gold project. The volume of gold sold increased from 28,000 
ounces in 1995 to 40,000 ounces in 1996. While a cash margin 
of $5 million was produced from the sale of this gold, amortiza- 


tion charges of approximately $7 million resulted in a net loss of 


CASH FROM OPERATIONS 


($ millions) 


= 150 


100 


50 


Cameco’s strong cash flows in 
1996 were used to pay $26 million 
in dividends and to fund about 
$150 million in investments. 


$2 million. As previously reported, results from Contact Lake have not met expectations because 


of lower than expected ore grades resulting in reduced production levels and higher unit costs. 


Unless additional reserves are discovered, this mine is expected to conclude operations in 1998. 


Administration, exploration and research and development expenses are up in aggregate by 


$18 million. These expenses, as a percentage of total revenues, remained essentially unchanged at 


around 9%. Most of the increase was related to Cameco increasing its investment in exploration 


programs aimed at discovering additional uranium and gold reserves in selected areas of the 


world. During 1996, expanded programs were conducted in Canada, South America and Asia. 


Cash Resources 


RESULTS OF 
OPERATIONS 1995 
COMPARED TO 1994 


Uranium Business 
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These expenses were split roughly 40:60 between uranium and gold programs. An increase in 


donations to various community groups, enhanced skills training programs and higher sup- 


port costs related to Cameco’s expanding operations accounted for most of the change in 


administration expenses. 


During 1996, the company's operating activities generated cash flows of $176 million ($3.33 


per share) compared to $133 million ($2.54 per share) a year earlier. These strong cash flows 


were used to pay dividends and to fund approximately $150 million of investing activities which 


will form the basis of Cameco’s future, growth. 


Due to the higher 1996 revenues, cash receipts from the sale of products and services 


increased from $378 million in 1995 to $569 million in 1996. 

Cash applied to products and services purchased increased by 
$129 million as compared to 1995. Higher uranium royalty pay- 
ments and greater expenditures for uranium purchases accounted for 
about $48 million and $39 million, respectively, of the increase. 
Most of the remainder was due to higher cash expenditures at Key 
Lake, Rabbit Lake and Contact Lake. At Key Lake, 1996 expendi- 
tures were higher than in 1995 due to resumption of production 
mining following one year in which mining activities were capital- 
ized as development stripping or as part of the construction of a 
tailings management facility. As for Rabbit Lake and Contact Lake, 
costs were higher primarily due to increased production. 

Cash applied to additions to property, plant and equipment, 
including development projects, decreased slightly from $175 mil- 
lion in 1995 to $168 million in 1996. Included in the latter 
amount are approximately $84 million that represents Cameco’s 
one-third share of development expenditures at Kumtor, uranium 
development expenditures of $35 million primarily at McArthur 
River and Cigar Lake, and other capital expenditures of $49 mil- 
lion for improvements at various operating sites. The decrease of 
$50 million in additions to long-term receivables and investments 


reflects a reduction in advances of subordinated loans to Kumtor 


EARNINGS FROM OPERATIONS 


($ millions) 
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Earnings from operations 
continued their steady rise 
in 1996. 


Gold Company (KGC) by Cameco. Of the $77 million subordinated loan that was advanced in 
1995, $32 million was a short-term bridge loan which was repaid in early 1996. 


In 1995, total uranium revenue, which included both uranium concentrate and conversion services 


sales, increased to $373 million from $348 million in 1994. Cameco sold a company record vol- 


ume of U3Og in 1995, up almost 10% from 1994, at a higher average realized price. Most of 


this increase in the average realized price was due to underlying gains in the product price, when 


expressed in US dollars and not only due to changes in exchange rates. The U3Og revenue 


improvement was partially offset, however, by reductions in conversion services revenues, which 


declined by about 13% from their unusually high levels of 1994. 


Gold Business 


Cash Resources 
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The degree to which Cameco's U3Og revenue is sensitive to changes in spot market prices 
varies from year to year depending on the mix of market related and firm price contracts. A 
change of $1.00 (US) per pound U3QOg in the spot price throughout 1995 would have changed 
revenues by $11 million compared to $7 million in 1994. Similarly, a $0.01 (US) change in the 
Canadian dollar versus the US dollar would have changed 1995 revenues by $4 million, approxi- 
mately the same as in 1994. 


The total cost of products and services sold, which includes both cash and amortization 
charges, amounted to $240 million in 1995 compared to $232 million in 1994, an increase of 
$8 million or 3%. The U30g component of this increased by an amount approximately pro- 
portional to the increase in sales volumes, with the average cost per pound sold increasing by 
less than 1% from 1994. For conversion services, total cost of sales decreased along with the 


lower sales volumes. Unit costs remained essentially unchanged. 
EARNINGS FROM 

Revenue contributed by Cameco's gold assets in 1995 amounted OPERATIONS PER SHARE 
to approximately $22 million. Three-quarters of this came from ae 
Cameco's share of gold production from the Contact Lake mine, 
with the remainder being management fees that Cameco earned as 
operator of the Kumtor gold project. 

With the startup of the Contact Lake gold mine in early 2.75 
1995, Cameco resumed gold production after an interval of three 
years following the closure of the Jasper mine in 1991 upon 


depletion of its reserves. Results to date from Contact Lake have a nee 
not met expectations with its ore grades lower than expected, 
resulting in reduced production levels and higher unit costs. Further 
geological assessment has resulted in reserves being reduced in 

1995 by about 30% from that shown in the project's feasibility 

study. Cameco sold 28,000 ounces of gold in 1995 at an average 

price of $562 per ounce. This price included recognition of 94 95 96 


deferred revenue of $49 per ounce which resulted from closed out 


hedging activities. With cash production costs of $447 per ounce, Cameco anticipates the trend of 
robust earnings from operations 


along with an amortization charge of $181 per ounce, Contact ici 
: Sag DA to continue in future years. 
Lake's gross margin was negative in 1995. Unless additional 4 
reserves are discovered, this project is expected to be only margin- 


ally profitable during its life. 


During 1995, the company's operating activities generated net cash flows after changes in work- 
ing capital of $133 million ($2.54 per share) compared to $176 million ($3.38 per share) a year 
earlier. This was sufficient to pay dividends and contribute approximately $100 million towards 


Cameco's investment activities. 


Se 


FINANCIAL 
POSITION AT 
DECEMBER 31, 1996 


MANAGEMENT’S DISCUSSION AND ANALYSIS 


Cash receipts from the sale of products and services decreased from $389 million in 1994 to 
$378 million in 1995. In 1994, the timing of sales and collection of the corresponding receiv- 
ables were such that the year-end accounts receivable balance was relatively low. While this 
enhanced cash flow for 1994, as a consequence, it reduced the amount collected in the early part 
of 1995. As a result of higher sales in the final quarter of 1995, compared to the same period 
in 1994, trade receivables increased to a more typical level. 

Cash applied to products and services purchased increased by $21 million as compared to 
1994. Approximately one-half of this increase resulted 
from the inclusion of operating costs at the Contact 
Lake mine, which was in its first year of production. 
The remainder of the increase was due to purchasing 
more uranium concentrates than in 1994. As in previ- 
ous years, when market conditions warranted it, 
Cameco participated in the U3Og spot market as a 
buyer. 

Cash applied to additions to property, plant and 
equipment, including development projects, increased 
from $92 million in 1994 to $175 million in 1995. 


: : f f GGL Fy 
The increase was primarily due to higher recorded 


Kumtor gold project development expenditures. The +e : ree. 


major change in additions to investments and other 
assets of $77 million pertains primarily to Cameco's 
loans to KGC. 


At December 31, 1996, total capital employed was 
$1,695 million compared to $1,570 million at the end 
of 1995, an increase of 8%. This change was made up 
of increases in working capital and non-current assets 
of $23 million and $102 million respectively. 


The accounts receivable balance of $88 million at 


December 31, 1996 was comprised of receivables related 

The Port Hope facility accounts for almost one- 
quarter of the western world’s uranium conversion 
services capacity. 


to products and services sold of $68 million, manage- 
ment fee receivable of $14 million and other receivables 
of $6 million. Compared to 1995, receivables related 
to products and services sold are up by $22 million, 
reflecting the increased sales in 1996. The management fee receivable, which is due from KGC, is 
up by $6 million. The management fee receivable is expected to be paid in 1997 when the Kumtor 
project begins to produce and sell gold. Included in the 1995 accounts receivable balance was the 
amount of $32 million which was a short-term bridge loan advanced to KGC which was repaid 
in early 1996. 


LIQUIDITY AND 
CAPITAL RESOURCES 
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Total product inventories of $342 million ($228 million current and $114 non-current) 
declined by $11 million from a year earlier. Such inventories now account for approximately 20% 
of capital employed. 

The reduction in current liabilities from $97 million in 1995 to $84 million in 1996 result- 
ed primarily from the repayment, in 1996, of certain product borrowings which were previously 
included in current portion of other liabilities. As at the end of 1996, Cameco had product bor- 
rowings valued at about $14 million of which approximately $12 million are expected to be 
repaid in 1997. 

The net value of property, plant and equipment increased by $87 million in 1996. 
Development costs of $86 million at Kumtor, uranium development expenditures of $33 mil- 
lion and capital expenditures of $37 million more than offset 
the 1996 depreciation and depletion charge of $69 million. 
LONG-TERM DEBT 
During 1996, Cameco increased its long-term subordinated loan ($ millions) 
to KGC by $32 million (US) to fund the portion of Kumtor cost 
increases that were not funded with additional senior debt. On 
consolidation, this and the increases in related interest receivable 
accounted for most of the $34 million change in long-term 
receivables and investments. 200 

Non-current liabilities changed only minimally from their 
1995 amounts. Long-term debt increased by $4 million to $200 
million. The amount outstanding includes $130 million which 
represents Cameco’s proportionate share of project loans provided 


to KGC by a consortium of financial institutions. 


In order to provide liquidity for its operations and funding for 


capital expenditures, Cameco has agreements with Canadian char- 
tered banks that provide up to $295 million in unsecured lines of "gi -95>. 266 
credit which is comprised of a $250 million revolving credit facil- 
ity and a $45 million overdraft facility. The revolving credit facility 


About two-thirds of long-term 


300 
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75 


may be used for general corporate purposes, including backup to debt in 1996 represented 
Cameco's $150 million commercial paper program, and provides Cameco’s share of loans to the 
Kumtor gold project. 


for a variety of borrowing options. At December 31, 1996, draw- 
ings against these facilities totalled $64 million. 

In addition to the foregoing, separate credit arrangements have been established to provide pro- 
ject financing for the Kumtor project. A consortium of financial institutions agreed to commit $270 
million (US) in senior and subordinated loans to the project. A separate commitment was arranged 
with the commercial banking group for an additional $15 million (US) for use in the event of cost 
overruns. At December 31, 1996, cumulative advances by the consortium amounted to $285 mil- 
lion (US). Since Cameco proportionately consolidates its interest in KGC, $95 million (US) [$130 
million (Cdn)| of these cumulative advances are included in Cameco's long-term debt balance. 
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CURRENCY AND 
COMMODITY 
HEDGING 


DECOMMISSIONING 


MANAGEMENT’S DISCUSSION AND ANALYSIS 


The Kumtor credit facility is an obligation of KGC. Cameco, however, has agreed to guaran- 
tee the payment of all amounts of principal and interest that become due in respect of the 
$265 million (US) senior debt component of the $285 million (US) Kumtor credit facility. This 
guarantee would not apply in certain events of political force majeure which are covered by 
political risk insurance that was purchased by certain of the lenders or where certain political 
risks are assumed by the lenders. Cameco also has political risk insurance that covers its subordi- 
nated loan to KGC and 90% of its equity contribution to the project. 

The company estimates that the total cost for Kumtor development will be approximately 
$450 million (US). Funding of this amount that is in excess of Cameco’s equity contribution 
of $45 million (US) and the $285 million (US) from the consortium of financial institutions will 
be provided by Cameco as a subordinated loan to KGC. At December 31, 1996 cumulative 
advances under this subordinated loan amounted to $77 million (US). 

The company believes that its strong balance sheet and cash flows will provide it with suffi- 
cient credit capacity to fund all planned operating and investing activities for several years includ- 
ing the acquisition of PRI. 

So long as there are advances outstanding under the company's credit facility, or there are 
remaining obligations under the guarantee of Kumtor senior debt, Cameco is bound by certain 
financial covenants. These covenants place restrictions on total long-term debt and guarantees and 
set minimum levels for interest coverage and net worth. As of December 31, 1996, Cameco met 
all such covenant tests and does not expect its planned operating and investing activities to be 


constrained by these covenants. 


To hedge risks associated with increases of the Canadian dollar relative to the US dollar, Cameco 
has entered into a mix of forward sale and currency option contracts. At December 31, 1996 
Cameco had sold forward $190 million (US), at an average rate of $1.42 per US dollar, in antici- 
pation of future uranium revenues which are denominated in US dollars. 

To mitigate risks associated with declines in the market price of gold in respect of anticipat- 
ed production from Contact Lake and Kumtor, Cameco entered into hedging transactions. These 
hedges, which include both forward sale and option contracts, provide a minimum price for des- 
ignated future production. The effect of these transactions is that Cameco has the opportunity to 
sell its share of future gold production, up to 483,000 ounces, at an average price of $400 (US) 
per ounce. In addition, in order to fix the Canadian dollar equivalent of the proceeds from 
Contact Lake gold sales over the next two years, Cameco has sold forward $33 million (US) at an 
average rate of $1.37 per US dollar. 


As part of the company's environmental planning, anticipated future costs associated with 
decommissioning and reclaiming each of Cameco's operating sites are formally reviewed every 
two years. These estimated costs are then applied to the future expected production at each location. 
Accordingly, the current year's share of these costs of $9 million is charged to current operations 


and accumulated in an accounting provision. In 1996, actual decommissioning and reclamation 


RISK FACTORS 
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costs of $2 million were charged against this provision. At the end of 1996, Cameco had a total 
accounting provision of $64 million for future reclamation costs. 


The statements in this management discussion and analysis, including those in the outlook 
section, relating to periods after 1996, are forward-looking statements subject to risks and 
uncertainties which could cause actual results to differ materially from those expressed or 
implied by such forward-looking statements. 

Risk factors that affect Cameco's results include volatility and sensitivity to market prices 
for uranium and gold, competition, the impact of changes in foreign currencies exchange rates, 
environmental risks, political risk arising from operating in certain developing countries, 
changes in government regulation and policies including trade laws and policies, demand for 
nuclear power, replacement 
of production, receipt of 
permits and approvals from 
governmental authorities and 
other operating and develop- 
ment risks. 

To mitigate risks associat- 
ed with fluctuations of the 
Canadian dollar relative to 
the US dollar, Cameco 
engages in a currency hedg- 
ing program. To mitigate 
risks associated with fluctua- 
tions in the market price of 
uranium and gold, the com- 
pany seeks, when market 


conditions permit, to main- 


tain a portfolio of uranium With output of 1.2 million pounds U30g in 1996, the Highland oper- 
contracts with a variety of ation near Casper, Wyoming accounted for almost one-fifth of US 


delivery dates and pricing hie leulas suas 


mechanisms and to actively 

hedge the price of gold through a combination of forward sale and option contracts. To reduce 
political risk, Cameco has entered into arrangements with international multilateral financing 
agencies whose presence in a project provides some protection. Also, where appropriate, Cameco 
acquires political risk insurance. To replace existing production, Cameco is seeking development 
approval for the McArthur River and Cigar Lake high-grade uranium deposits. Cameco manages 
risk associated with its operations and its exposure to potential liabilities by investing in a com- 


prehensive insurance program. 
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1997 OUTLOOK 
Uranium Business 


MANAGEMENT’S DISCUSSION AND ANALYSIS 


Cameco remains optimistic about continued improvements in world uranium markets. This opti- 
mism reflects the expected modest growth in nuclear power and the continued shortfall between 
annual western world consumption of uranium and forecasted levels of world mine production. 
Notwithstanding this longer term optimism, Cameco expects some near term weakness in spot 
market demand and prices. This expectation is based on the combined effects of a number of 
factors including: (i) reduced demand in the spot market as utilities turn to long-term contracts 
and inventory draw down; (ii) perceptions of adequate supplies from weapons uranium becom- 
ing available as a result of the USEC Privatization Act; (iii) the announced sale of excess DOE 
inventory; and (iv) the announcement by a number of producers that they will increase produc- 
tion. Supplies to the spot market are equally low. As a result spot market prices could be some- 


what volatile. 


Cameco’s revenues and A” A 


net earnings are affected by A 4 
changes in U3Og spot prices. J 
The magnitude of any effect 
is influenced by the various 
pricing structures in Cameco’s 
sales contracts. These may 
moderate the effect of a 
change in the spot price, limit 
the realized price at a prede- 
termined ceiling or floor, or 
even preclude a price change 
entirely if the contract is 
based on a fixed price. 
Furthermore, the increase in 
net earnings resulting from 


any gain in the realized price 


would be reduced by royal- Mining of the last portion of the Deilmann pit at Key Lake continued 
in 1996. Ore in stockpile will provide feed to the mill during the next 


ties and taxes. 
few years. 


In 1997, Cameco’s 
uranium concentrate sales 
volumes are expected to increase primarily as a result of the acquisition of PRI. This increase 
will attract a corresponding increase in cost of products and services sold and depreciation, 
depletion and reclamation charges. As a percentage of revenues, gross margins are not expected 
to change materially from their 1996 levels. 

Cameco expects to invest approximately $300 million in its uranium business during 1997. 
This includes $145 million [$107 million (US)] for the acquisition of PRI, $25 million for sus- 


taining capital expenditures at existing minesites and conversion facilities, and approximately 


Gold Business 


Deferred Income 
Taxes 


Consolidated Net 
Earnings 


US GAAP 
RECONCILIATION 
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$130 million for mine development work. To the extent allowed by existing permits and 
licences, some development work will take place at McArthur River and Cigar Lake in northern 
Saskatchewan and at PRI’s Gas Hills uranium project in Wyoming. A priority during 1997 will 
be to obtain regulatory approval for the development of the McArthur River and Cigar Lake pro- 
jects. The PRI acquisition will be funded through a new debt facility. There should be sufficient 
cash from operations to fund Cameco’s other planned capital investments. 


In 1997, for the first time in its history, Cameco will operate two producing gold mines: Contact 
Lake in northern Saskatchewan and Kumtor in Kyrgyzstan. The Kumtor project is expected to 
reach commercial production early in 1997. Cameco’s share of gold from this joint venture is 
anticipated to be approximately 130,000 ounces in its first year of operation. This quantity, 
along with about 40,000 ounces from Contact Lake, will bring 


1996 URANIUM REVENUE 


(by region) 


Cameco’s total 1997 gold production to 170,000 ounces. Revenue 
from the sale of this production, together with the management 
fee from Kumtor, is anticipated to result in total gold business rev- 
enue of about $95 million. The company has fully hedged its 
anticipated 1997 gold production. 


Beginning in 1997, the excess tax values that have been used to 
reduce calculated Canadian income tax expense, other than large 


corporations tax and the Ontario corporate minimum tax, to zero, 


will be depleted. After the excess tax values are depleted, there will 


be only timing differences between income taxes calculated for EUROPE 
financial reporting purposes and those determined according to FAR EAST 
applicable income tax regulations. Cameco must therefore, in 1997, NORTH AMERICA 


accrue corporate income tax expense at normal tax rates. As a result 


of this, and the acquisition of PRI, which is subject to US income Led by strong sales in North 
America, uranium revenues 


tax, there will be a significant increase in reported income tax 
increased 50% in 1996. 


expense in 1997. Except for the large corporations tax and the 
Ontario corporate minimum tax component, and any amounts 
payable by PRI, these taxes will be classified on the balance sheet as deferred taxes. Cash income 


taxes will not be payable for a number of years. 


With the anticipated increase in reported income tax expense, net earnings for the 1997 will 
likely be lower than the $138 million reported in 1996. 


The financial information presented in this management's discussion and analysis is consistent 
with the company's consolidated financial statements which are prepared in accordance with 
Canadian GAAP which, except as explained in note 25 to Cameco's 1996 consolidated financial 


statements, in the company's case, generally conform with US GAAP. 
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REPORT OF MANAGEMENT’S ACCOUNTABILITY 


The accompanying consolidated financial statements have been prepared by management in 
accordance with generally accepted accounting principles. 

Management is responsible for ensuring that these statements, which include amounts based 
upon estimates and judgment, are consistent with other information and operating data contained 
in the annual report and reflect the corporation's business transactions and financial position. 

The integrity and reliability of Cameco's reporting systems are achieved through the use of 
formal policies and procedures, the careful selection of employees and appropriate delegation of 
authority and division of responsibilities. Internal accounting controls are monitored by the inter- 
nal auditor. Cameco's code of ethics, which is communicated to all levels in the organization, 
requires employees to maintain high standards in their conduct of the corporation's affairs. 

Our shareholders! independent auditors, KPMG, whose report on their examination of the 
consolidated financial statements follows, also review our systems of internal accounting control 
in accordance with generally accepted auditing standards for the purpose of expressing their 
opinion on the consolidated financial statements. 

The board of directors annually appoints an audit committee comprised of directors who are 
not employees of the corporation. This committee meets regularly with management, the internal 
auditor and the shareholders' auditors to review significant accounting, reporting and internal 
control matters. Both the internal and shareholders' auditors have unrestricted access to the audit 
committee. Following its review of the financial statements and the report of the shareholders' 
auditors, the audit committee submits its report to the board of directors for formal approval of 


the financial statements. 


gman 


Thomas J. Gorman 
Vice-President, Finance 
Chief Financial Officer & Treasurer 


January 24, 1997 
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AUDITORS’ REPORT 


To the Shareholders of Cameco Corporation 


We have audited the statements of consolidated financial position of Cameco Corporation as at 
December 31, 1996, 1995 and 1994 and the statements of consolidated earnings, consolidated 
retained earnings and changes in consolidated cash resources for the years then ended. These 
financial statements are the responsibility of the corporation's management. Our responsibility is 
to express an opinion on these financial statements based on our audits. 

We conducted our audits in accordance with generally accepted auditing standards. Those 
standards require that we plan and perform an audit to obtain reasonable assurance whether the 
financial statements are free of material misstatement. An audit includes examining, on a test 
basis, evidence supporting the amounts and disclosures in the financial statements. An audit also 
includes assessing the accounting principles used and significant estimates made by management, 
as well as evaluating the overall financial statement presentation. 

In our opinion, these consolidated financial statements present fairly, in all material respects, 
the financial position of the corporation as at December 31, 1996, 1995 and 1994 and the 
results of its operations and the changes in its cash resources for the years then ended in accor- 


dance with generally accepted accounting principles in Canada. 


[cpm 


Chartered Accountants 
Saskatoon, Canada 


January 24, 1997 


40 STATEMENTS OF CONSOLIDATED FINANCIAL POSITION 


AS AT DECEMBER 31 


CURRENT ASSETS Cash and securities 
Accounts receivable [note 3] 
Inventories [note 4| 


Supplies and prepaid expenses 


CURRENT 
LIABILITIES 


Accounts payable and accrued liabilities 


Dividends payable 


Current portion of other liabilities [note 9] 


WORKING CAPITAL 


NON-CURRENT - Property, plant and equipment [note 5] 


ASSETS Long-term receivables and investments [note 6] 


Inventories [note 4] 


CAPITAL EMPLOYED 


REPRESENTED BY: 


NON-CURRENT Long-term debt [note 7] 


LIABILITIES Provision for reclamation [note 8] 
Other liabilities [note 9] 

SHAREHOLDERS’ Share capital [note 10] 

EQUITY 


Contributed surplus 


Retained earnings 
TOTAL FINANCING OF CAPITAL 
See accompanying notes to consolidated financial statements. 


Approved by the board of directors 


1996 1995 1994 

$ 14,603 $ 14,642 $ 20,460 
88,380 91,964 41,050 
227,598 220,205 151,663 
24,553 18,990 16,693 
355,134 345,801 229,866 
62,695 68,172 47,491 
6,647 6,582 6,533 
14,680 22,615 9,794 
84,022 97,369 63,818 
Abe, 248,432 166,048 
1,202,557 1,115,785 997,452 
106,741 72,637 20,885 
114,150 CEH Oy, 178,559 
1,423,448 1,321,549 1,196,896 
$1,694,560 = $ 1,569,981 $ 1,362,944 
$ 200,018 $ 196,462 $ 61,568 
64,171 57,338 52,092 
10,699 14,524 28,912 
274,888 268,324 142,572 
482,721 475,781 470,366 
496,745 496,745 496,745 
440,206 329,131 253,261 
1,419,672 1,301,657 1,220,372 
$ 1,694,560 $ 1,569,981 $1,362,944 


Cea: Sage 


STATEMENTS OF CONSOLIDATED EARNINGS 


FOR THE YEAR ENDED DECEMBER 31 


REVENUE FROM 


EXPENSES 


Products and services 


Products and services sold 
Depreciation, depletion and reclamation 
Administration 

Exploration 

Research and development 

Interest [note 11] 


Earnings from operations [note 21] 

Gain (loss) on disposal of property, plant and equipment 
Earnings before income taxes and minority interest 
Income taxes [note 12] 

Minority interest 


Net earnings [note 21] 


STATEMENTS OF CONSOLIDATED RETAINED EARNINGS 


FOR THE YEAR ENDED DECEMBER 31 


Retained earnings at beginning of year 
Net earnings 
Dividends 


Retained earnings at end of year 


See accompanying notes to consolidated financial statements. 


1996 1995 1994 
(Thousands of dollars) 
$590,861" $395,271  $ 347,685 
298,205 «190,210 175,040 
94,974 67,481 MSN ol 
23,255 19,617 15,590 
29,223 16,991 11,890 
3,334 1,629 DOG) 
(3,396) (4,412) 823 
445,595 291,516 —- 263,117 
145,266 103,755 84,568 
(2,422) 1,858 (327) 
142,844 105,613 84,241 
5,311 3,528 3,083 
z £ 14 
$ 137,533° $102,085 $ 81,144 
1996 1995 1994 
(Thousands of dollars) 
$ 329,131 $253,261 $198,154 
137,533 102,085 81,144 
(26,458) (26,215) (26,037) 
$440,206 $329,131 $253,261 
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STATEMENTS OF CHANGES IN CONSOLIDATED CASH RESOURCES 


FOR THE YEAR ENDED DECEMBER 31 


OPERATING 
ACTIVITIES 


INVESTING 
ACTIVITIES 


FINANCING 
ACTIVITIES 


Sale of products and services 
Products and services purchased 
Administration and R&D 
Exploration 

Income taxes 

Interest 


Cash from operations [notes 13, 21] 


Additions to property, plant and equipment 
Additions to long-term receivables and investments 
Repayment of additional subordinated loan 
Acquisition of net business assets 

Proceeds on sale of property, plant and equipment 
Cash applied to investing 


Increase in long-term debt 

Repayment of long-term debt 

Deferred charges and other 

Acquisition of minority interest 

Issue of shares 

Dividends 

Cash provided by (applied to) financing 


Increase (decrease) in cash during the year 
Cash at beginning of year 
Cash at end of year 


See accompanying notes to consolidated financial statements. 


1996 1995 1994 
(Thousands of dollars) 
$ 568,607 $378,059 $388,612 
(331,319) | (202,202) —- (180,719) 
(24,972) (19,898) (17,535) 
(28,872) (16,561) ay (iitiom 
(4,802) (3,586) (2,627) 
(2,940) (2,632) (495) 
175,702 133,180 176,079 
(168,141) (175,212) (91,653) 
(27,730) (77,470) (285) 
31,591 : iE 
: 2 (14,690) 
Do 200 161 
(162,053) (252,482) (106,467) 
144,214 = 189,914 a 
(140,658) (55,020) —- (13,359) 
2,201 (659) 825 
= = (5,825) 
6,948 5,415 2,048 
(26,393) (26,166) —- (26,010) 
(13,688) 113,484 (42,321) 
(39) (5,818) 27,291 
14,642 20,460 (6,831) 
$ 14,603 $ 14,642 $ 20,460 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


FOR THE YEARS ENDED DECEMBER 31, 1996, 1995 AND 1994 


1. CAMECO 
CORPORATION 
(CAMECO) 


2. ACCOUNTING 
POLICIES 


3. ACCOUNTS 
RECEIVABLE 


4. INVENTORIES 


5. PROPERTY, PLANT 
AND EQUIPMENT 
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Cameco is incorporated under the Canada Business Corporations Act. Cameco is primarily engaged in 


the development, mining, refining and conversion of uranium for sale as fuel for generating electricity 


in nuclear power reactors in Canada and other countries. Cameco is also involved in the development, 


mining and sale of gold. Cameco's largest single shareholder, holding 10.2% of the outstanding com- 


mon shares, is the government of Saskatchewan. 


A summary of significant accounting policies of Cameco follows the notes to the consolidated 


financial statements. 


Trade receivables 


Current portion of long-term receivables [note 6] 


Total 


Uranium 
Concentrate 


Broken ore 


Conversion services 


Gold 


Total inventories 


Less non-current uranium inventories 


Net 


Uranium 
Mining 
Development 
Fuel Services 

Gold 
Mining 
Development 

Other 

Total 


Cost 


$ 1,124,942 
267,290 
2195738 


26,480 
243,010 
Sera 

$ 1,913,191 


Accumulated 
Depreciation 
and Depletion 


$ 616,835 


64,310 


US} 7/213) 


15,696 


$ 710,634 


1996 1995 1994 
(Thousands of dollars) 
$ 88,380 $ 60,373 $ 41,050 
= SD Oil = 
$ 88,380 $ 91,964 $ 41,050 
1996 1995 1994 
(Thousands of dollars) 
$224,485 $220,796 $184,509 
94,616 100,113 Sr MMO 
17,978 BUI 20,419 
337,079 348,826 328,095 
4,669 4,506 27 
341,748 3)5)5),3)5)) 580222 
(114,150) (133,127) (178,559) 
$227,598 $220,205 $151,663 
1996 1995 1994 
Net Net Net 
(Thousands of dollars) 
$ 508,107 $ 537,406 $ 542,177 
267,290 D533 /09 207,335 
155,448 154,550 149,995 
12,687 19,385 24,831 
243,010 156,858 Dowie 
16,015 SR OMey: 14,355 
$1,202,557 $1,115,785 $ 997,452 
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6. LONG-TERM 
RECEIVABLES AND 
INVESTMENTS 


7. LONG-TERM DEBT 
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Kumtor Gold Company 
Subordinated loan — principal 
Subordinated loan — interest 
Additional subordinated loan 


Investments 


Less current portion [note 3] 
Total 


Commercial paper: 
Due between January 6, 1997 and 
February 19, 1997 at an average interest 
rate of 3% 
Kumtor Gold Company [note 15] 
Senior debt 
Subordinated debt 
Bank loan: 
Due January 10, 1995, $40,000,000 (US) 
floating rate notes with the interest rate based 
on LIBOR plus 0.1994% 
Cameco share savings bonds [note 16] 
Long-term debt 


1996 1995 
(Thousands of dollars) 
5 10;705 $ 40,956 
VAS NS 
= Silo) | 
BOAT 25,766 
106,741 104,228 
- (31,591) 
$ 106,741 $ 72,637 
1996 1995 
(Thousands of dollars) 
$ 63,699 $ 148,558 
120,981 31692 
9,130 9,101 
6,208 Folate 
$ 200,018 $ 196,462 


1994 


20,885 
20,885 


$ 20,885 


1994 


55,020 
6,548 
$ 61,568 


Cameco has a long-term revolving credit facility available until August 16, 2000 which has a limit of 


$250,000,000 provided by a syndicate of Canadian banks. As a result, outstanding bank loans and 


commercial paper have been classified as long term. 
Cameco has a $45,000,000 (January 1, 1997 - $75,000,000) overdraft facility. Outstanding letters 
of credit at December 31, 1996, amounted to $44,679,000 (1995 - $23,812,000; 1994 - $1,551,000). 


Pursuant to the terms of the Kumtor financing arrangements [note 15], Cameco has guaranteed, 


subject to exclusions in respect of certain defined political force majeure events, the repayment of 


Kumtor's senior debt. Cameco’s contingent obligations under these guarantees exceed the amount 
included in Cameco’s long-term debt as at December 31, 1996 by $241,963,000 (1995-$63,384,000). 
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Principal repayments, based on maturities, over the next five years and thereafter are as follows: 


(Thousands of dollars) 


WOOT $ - 

1998 11,262 

1909 Mp, JS9 Pat 

2000 92,428 

2001 Mp7) 

thereafter 51,284 

Total $200,018 
8. PROVISION FOR 1996 1995 1994 
RECLAMATION ea aa 

Uranium: 

Mining $922,892 $ 19,886 $ 17,746 

Fuel services 41,135 37,366 34,313 
Gold 144 86 33) 
Total $ 64,171 $ 57,338 $ 52,092 
Cameco’s estimates of reclamation and decommissioning costs are based on reclamation standards 
which meet or exceed regulatory requirements and are stated in current dollars. Elements of uncertain- 
ty in estimating these amounts include potential changes in regulatory requirements, decommissioning 
and reclamation alternatives and amounts to be recovered from other parties. 

Cameco estimates total future decommissioning and reclamation costs for its operating assets to be 
$144,000,000. These estimates are formally reviewed by Cameco technical personnel every two years. 
These costs are accrued and charged to operations using the unit-of-production method so that the 
estimated future liability will be fully provided for when decommissioning and reclamation activities 
are undertaken. In connection with future reclamation and decommissioning costs, Cameco has provided 
financial assurances satisfying current regulatory requirements in all jurisdictions in which it operates. 

9. OTHER LIABILITIES 1996 1995 1994 
(Thousands of dollars) 

Borrowed product $ 14,390 $ 26,543 $ 27,965 

Deferred revenue 5,866 oA: 5,348 

Provision for post-employment benefits 2,403 2,300 1,898 

Other 2,420 2,742 3,495 

2D) SMS) Sift Sy) 38,706 


Less current portion (14,680) (22,615) (9,794) 
Total $ 10,699 $ 14,524 $ 28,912 
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10. SHARE CAPITAL Authorized share capital: 
Unlimited number of first preferred shares 
Unlimited number of second preferred shares 
Unlimited number of voting common shares, and 


One class B share 


(a) Common Shares 


Number issued 1996 1995 1994 
(Number of shares) 
Beginning of year 52,652,945 52,261,847 52,046,948 
Issued: 
Share savings plan [note 16] 358,663 248,948 140,199 
Stock option plan [note 17] 153,850 132,150 64,700 
Agreement for services 10,000 10,000 10,000 
Issued share capital 53,175,458 52,652,945 52,261,847 
Amount 1996 1995 1994 
(Thousands of dollars) 
Beginning of year $ 478590. $472,911. 9 $ 409795 
Issued: 
Share savings plan [note 16] 4,035 2,801 Le 
Stock option plan [note 17] 4,193 - 2,708 1,369 
Agreement for services 170 170 170 
Issued share capital 486,988 478,590 472,911 
Less loans receivable [note 17] (4,267) (2,809) (2,545) 
End of year $ 482,721 $ 475,781 $ 470,366 


(i) A maximum of 895,733 shares can be issued under the exchange privileges available to owners 
of Cameco share savings bonds under the terms of the Cameco share savings plan, between 
January 1, 1997 and December 30, 2000 [note 16]. 


(ii) Options in respect of 878,075 shares are outstanding under the stock option plan and are exer- 
cisable up to 2006 [note 17]. Upon exercise of existing options, additional options in respect of 
268,950 shares would be granted. An employment services contract provides for 20,000 shares to 
be issued up to 1998. 


11. INTEREST 


12. INCOME TAXES 
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(iii) The aggregate number of common shares that may be issued, after December 5, 1995, pursuant 
to the Cameco share savings plan [note 16], stock option plan [note 17] and pursuant to any 
other compensation arrangement of Cameco, shall not exceed 5,243,403, of which 524,113 
(1995-1,600) shares have been issued. 


(b) Class B Share 


One class B share issued during 1988 and assigned $1 of share capital, entitles the shareholder to 
vote separately as a class in respect of any proposal to locate the head office of Cameco to a place 
not in the province of Saskatchewan. ' 


1996 1995 1994 
(Thousands of dollars) 

Interest expense $ 13,645 SS esa $ 4,425 
Interest income (4,267) (4,064) (1,499) 
Capitalized interest (12,626) (8,589) (3,006) 
(3,248) (2,781) (80) 

Foreign currency (gains) losses (148) (1,631) 903 
Net $ (3,396) $ (4,412) $ 823 


The provision for income taxes differs from the amount computed by applying the combined expected 
federal and provincial income tax rate to earnings before income taxes. The reasons for these differ- 


ences are as follows: 


1996 1995 1994 
(Thousands of dollars) 
Earnings before income taxes and minority interest $ 142,844 $105,613 $ 84,241 
Combined federal and provincial tax rate 45.8% 45.7% 45.5% 
Computed income tax expense 65,423 48,265 38,330 
Increase (decrease) in taxes resulting from: 
Provincial royalties and other taxes 28,094 12-957, 9,819 
Federal resource allowance (23,201) (15,667) (16,281) 
Earned depletion allowance - (988) (7,870) 
Large corporations and other taxes Daoial 3) Dans: 3,083 
Other (626) (612) (606) 
Income tax expense 75,001 47,483 26,475 
Less realization of additional’ tax values (69,690) (43,955) (23392) 
Net $ 5,311 $3,528 $ 3,083 


At December 31, 1996, the tax values of Cameco’s assets approximate their respective carrying values. 
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13. RECONCILIATION 
OF NET EARNINGS 


TO CASH FROM 1996 ; 1995 1994 
OPERATIONS (Thousands of dollars) 
Net earnings ay JES 9/53333 $ 102,085 $ 81,144 
Add non-cash items: 
Depreciation, depletion and reclamation 94,974 67,481 Diy eaalei 
Other 1,251 (2,729) 773 
BS) 3\aff De: 166,837 139,434 
Changes in non-cash items relating to operations: 
Accounts receivable (28,844) (21,247) 41,110 
Long-term receivables and investments (6,374) (5,915) - 
Inventories (1,078) (26,094) (47,630) 
Supplies and prepaid expenses (4,814) (1,842) (1,162) | 
Accounts payable and accrued liabilities (761) 22,021 2078 
Other liabilities (12,518) 551 27,965 
Reclamation (2,809) (1,103) (574) 
Other (858) (28) 3,961 
Cash From operations - $175,702 $133,180 $176,079 
14. JOINT Cameco conducts the majority of its development, mining and milling operations through joint ven- 


EUS tures. Production from producing properties conducted through joint ventures is allocated to each of 


the joint venture participants and the joint ventures do not derive revenues from the sale of product. 
Cameco's share of operating expenses related to mining and milling activities is included in the cost 
of inventories and charged to operations as the product is sold. 

Cameco has interests in the following significant uranium and gold joint ventures: 


Cameco’s Interest 


Uranium Operator Ownership (%) Voting (%) 
Producing: 
Key Lake Cameco 66.67 66.67 
Rabbit Lake Cameco 66.67 66.67 
Crow Butte Crow Butte Resources, Inc. SA Sik SWS 
Non-producing: 
Cigar Lake Cigar Lake Mining Corporation 48.75 50.75 
McArthur River Cameco 55.84 55.84 
Gold 
Producing: 
Contact Lake Cameco 66.67 66.67 


Non-producing: 
Kumtor Gold Company Cameco $e Bee 33.33 


The non-Cameco operating companies are owned by the respective joint venture participants. 


15. KUMTOR GOLD 
COMPANY (KGC) 
JOINT VENTURE 
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Cameco’s share of the assets and liabilities in the producing and non-producing properties conducted 


through joint ventures is as follows: 


1996 1994 
(Thousands of dollars) 

Current assets $ 40,957 $ 26,500 $ 15,818 
Current liabilities (29,136) (18,798) (13,879) 
Working capital 115820 7,102 1939 
Property, plant and equipment 1,024,145 956,370 843,664 
Long-term inventory 74,290 86,539 123,167 
Long-term liabilities (130,112) (40,259) ~ 
Provision for reclamation (23,036) (9972) (17,779) 
Total $ 957,108 $ 990,380 $950,991 
Uranium $ 839,340 $ 860,391 $ 867,533 
Gold 117,768 129,989 83,458 
Total $ 957,108 $ 990,380 $950,991 


On May 26, 1994, Cameco, the Republic of Kyrgyzstan, and Kyrgyzaltyn, an instrumentality of the 


Republic, signed an amended joint venture master agreement that provided for the exploration, devel- 


opment, operation and arrangement of financing, of the Kumtor gold project by Cameco. KGC was 


formed in the Republic of Kyrgyzstan as a joint stock company to hold the assets of the Kumtor gold 


deposit pursuant to the master agreement. Kyrgyzaltyn holds a two-thirds interest in KGC and 


Cameco holds a one-third interest. 


Cameco has contributed $45,000,000 (US) in equity, loaned $77,437,276 (US) in the form of sub- 
ordinated debt under the financing agreements, and arranged $265,000,000 (US) in senior debt and 
$20,000,000 (US) in third party subordinated debt. 


Cameco guarantees repayment of KGC senior debt in the event of certain project related or guar- 


antor defaults. This guarantee would not apply to certain political force majeure events, which are cov- 
ered by political risk insurance. 

Commissioning of the mill facilities began prior to December 31, 1996 and commercial production 
is planned to be reached in early 1997. 


Cameco has proportionately consolidated its one-third interest in KGC. 
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KGC’s long-term debt at December 31, is as follows: 1996 


1995 


(Thousands of dollars) 


Senior debt: 

Commercial banks $155,000,000 (1995 - $39,000,000) (US) 

repayable in 10 equal semi-annual instalments commencing 

December 1, 1998 with interest based on LIBOR plus 0.7%. Political 

risk insurance has been purchased separately by Kumtor. $212,288 


Export Development Corporation (EDC) 
— $50,000,000 (1995 - $13,928,571) (US) 68,480 


International Finance Corporation (IFC) 
— $30,000,000 (1995 - $8,357,143) (US) 41,088 


European Bank for Reconstruction and Development (EBRD) 
— $30,000,000 (1995 - $8,357,143) (US) 41,088 


The EDC, IFC and EBRD interest rate is based on LIBOR 
plus 3% which includes a premium for political risk insurance. 
These loans are repayable in 12 equal semi-annual . 


instalments commencing December 1, 1998. 


The senior debt is secured by the assets and shares of KGC 
Total senior debt $ 362,944 
Subordinated debt: 


EBRD due 2006 - $10,000,00 (US) 13,696 
IFC due 2006 - $10,000,000 (US) 13,696 


The interest rate applicable to the EBRD and IFC subordinated debt 
is based on the cash generated by the project subject to a minimum 


interest rate. The annualized rate for 1996 was approximately 5%. 


Cameco shareholder’s loan note with interest based on LIBOR plus 6%. 


Due 2005 - $77,437,276 (1995 - $45,000,000) (US) 106,058 
Additional amount - $34,709,903 (US) - 
Total KGC debt $496,394 


$ 53,243 


19,015 


11,409 


11,409 


$ 95,076 


13,652 
13,652 


61,434 
47,386 
$ 231,200 


Cameco’s one-third proportionate share of KGC senior debt is $120,981,000 (1995 - $31,692,000) 


and of KGC’s third party subordinated debt is $9,130,000 (1995 - $9,101,000) [note 7]. 


KGC has authorized a gold price hedging program. The objective is to establish prices for that por- 


tion of future production that must be devoted to servicing project debt. Cameco has, as agent and on 


behalf of KGC, initiated this program by entering into a combination of option and forward sales 


contracts. At December 31, 1996 KGC’s hedged position amounted to 270,000 ounces at an average 


price of $382 (US) per ounce with a mark to market gain of $1,571,000 (US). 


16. CAMECO 
SHARE SAVINGS 
PLAN 


17. STOCK 
OPTION PLAN 
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On December 31, 1990 Cameco issued 10-year, 11% redeemable and exchangeable bonds registered 
to subscribing employees. At the option of employees, bonds may be exchanged or redeemed at the 
end of any calendar quarter. Bonds were exchanged for shares of Cameco as disclosed in note 10. 

Under terms of the plan Cameco agreed to provide financing to employees to purchase the bonds, 
and agreed to partially match the employees' repayment of the loans. Loan balances are required to be 
fully repaid at the time of exchange. Cameco's estimated maximum commitment under this matched 
repayment program is $2,118,000. 


The outstanding bonds and loans receivable are as follows: 


1996 1995 1994 

(Thousands of dollars) 
Cameco share savings bonds SmeelOr 1 $ 14556 $ 17,499 
Less loans receivable (4,307) (7,445) (10,951) 
Net $ 6,208 Ame $ 6,548 


Cameco has established a stock option plan under which options to purchase common shares may be 
granted to directors, officers and other employees of Cameco. Options granted under the stock option 
plan have an exercise price of not less than the closing price quoted on The Toronto Stock Exchange 
for the common shares of Cameco on the trading day prior to the date on which the option is granted. 
The options expire 10 years from the date of the grant of the option. 

Under the stock option plan, participants are eligible to receive loans from Cameco to assist in the 
purchase of common shares pursuant to the exercise of certain options. The maximum term of the 
loans is 10 years from the date of the grant of the related option. These loans bear interest at a rate 
equivalent to the regular dividends paid on the common shares to which these loans were provided. 
Common shares purchased by way of a company loan are held in escrow in the account of the 
optionee and are pledged as security until the loan has been repaid in full. 


Outstanding loans are shown as a reduction from share capital. 


1996 1995 1994 
(Dollars only in thousands) 
Common shares held as security for loans 161,425 134,250 134,150 
Market value of security at December 31 $ 8862 $ 6,796 Seely > 
Loans outstanding at December 31 $ 4,267 $ 2,809 Se 45 
Options were outstanding as follows: 1996 1995 1994 
(Number of shares) 

Beginning of year 698,250 529,400 395,100 
Options granted 380,850 343,200 237,300 
Options exercised (153,850) (132,150) (64,700) 
Options cancelled (47,175) (42,200) (38,300) 
End of year 878,075 698,250 529,400 


At December 31, 1996, the price per share of options outstanding ranges from $15.00 to $75.50. 
These options expire from 2002 to 2006. 
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18. PENSION PLANS 


19. COMMITMENTS 
AND CONTINGENCIES 


20. FINANCIAL 
INSTRUMENTS 
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(a) 


Cameco's pension plans, which cover substantially all full-time employees, are defined contribu- 
tion plans. Cameco's obligations are limited to matching the contributions made by employees for 


current services and are charged to operations. 


Under the terms of the agreement to transfer assets from Canada Eldor Inc. to Cameco, Canada 
Eldor Inc. and Cameco along with the government of Canada, agreed on a formula for sharing 
any future joint costs, excluding normal operating costs, related to certain specified existing 
wastes, accumulated by Canada Eldor Inc., and transferred to Cameco on October 5, 1988, the 
date of transfer of assets. Pursuant to the cost sharing formula, Cameco assumed liability for the 
first $2,000,000 of joint costs and 23/98ths of the next $98,000,000. The government of 
Canada and Canada Eldor Inc. assumed the liability for the remaining 75/98ths and for all costs 
in excess of $100,000,000. 

Cameco's maximum liability for joint costs related to certain specified existing wastes, 
calculated pursuant to the formula, is $25,000,000. A total of $3,291,000 (1995 - $2,142,000; 
1994 - $2,069,000) has been spent to date. 


Cameco has a commitment, with certain qualifications, to buy a minimum of 50 gigawatt hours 
of hydro-electric power per year from SaskPower Corporation. Cameco presently consumes in 


excess of its minimum commitment. 


Cameco is a co-defendant, with Canada Eldor Inc., in a lawsuit brought on behalf of certain 
members of the Eldorado Pension Plan (plan). The lawsuit is based on the fact that approximate- 
ly $15,000,000 of plan expenses and employer contributions was funded from the plan surplus 
rather than from the co-defendants. ; 

Affidavits have been exchanged and some cross examinations have taken place, but the cross 
examinations have not yet been completed. As such, many of the factual and legal issues have not . 
yet been determined. 

The co-defendants have a number of defences which continue to be vigorously pursued. 
Management remains of the opinion, after review of the facts with counsel, that the outcome of 


this case will not have a material financial impact on Cameco. 


Cameco’s financial results are affected by changes in market spot prices for uranium and gold, changes 


in foreign currency exchange and interest rates and other operating risks. 


To hedge risks associated with fluctuations in the market price for uranium, Cameco seeks, when 


market conditions permit, to maintain a portfolio of uranium contracts with a variety of delivery 


dates, and pricing mechanisms which provide protection from price volatility. 


To hedge risks associated with gold prices and foreign currency exchange rates, Cameco employs a 


number of financial instruments. Cameco uses a series of put and call options to establish a minimum 


and maximum price range for gold sales and for exchange rates for sales denominated in US dollars. 


Cameco also enters into forward sales contracts which establish a price for future deliveries of gold 
and US dollars. 


21. PER SHARE 
AMOUNTS 
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Financial assets which are subject to credit risks include cash and securities, accounts receivable and 
commodity and currency instruments. Cameco minimizes credit risk on these financial assets by hold- 
ing positions with a variety of large creditworthy institutions. Sales of uranium are to creditworthy 
utility customers with short payment terms. 

Except as disclosed below, the fair market value of Cameco’s financial assets and financial liabilities 
approximate net book value as a result of the short-term nature of the instrument or the variable 


interest rate associated with the instrument. 


Currency 
Cameco has sold forward $118,000,000 (US) at an average exchange rate of $1.42 at various dates 
until 1999. 

Cameco has US dollar option positions on $105,000,000 (US) with an average minimum exchange 
rate of $1.41 and an average maximum exchange rate of $1.53 at various dates until 1999. 

At December 31, 1996, the net mark to market gain of Cameco’s foreign currency instruments was 
$12,900,000 (US). 


Commodity 
At December 31, 1996, Cameco’s consolidated gold hedging program, based on expected delivery 


dates, consists of: 


1997 1998 1999 
Forward contracts 
Amount hedged (thousands of ounces) 5) 59 _ 
Average price [$/oz. (US)] $ 406 $ 406 $ - 
Put options purchased 
Amount hedged (thousands of ounces) 167 163 oT 
Average price [$/oz. (US)| $ 402 $ 398 $ 398 
Call options sold 
Amount hedged (thousands of ounces) 167 163 91 
Average price [$/oz. (US)] $ 420 $ 416 $ 416 


At December 31, 1996, the net mark to market gain of Cameco’s gold instruments was $10,486,000 (US). 


Per share amounts have been calculated based on the weighted average number of common shares 
outstanding during the year net of shares held as security for employee loans to purchase shares. The 
weighted average number of paid shares outstanding in 1996 was 52,833,746 (1995 - 52,359,946; 
1994 - 52,034,234). 


1996 1995 1994 

(Dollars per share) 
Cash from operations Wh 3325)5! $ 2.54 $ 3.38 
Earnings from operations 205 $ 1.98 $ 1.63 


Net earnings $ 2.60 $ 1.95 $ 1.56 
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22. SEGMENTED 
INFORMATION 
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(a) Business Segments 


Revenue from products and services 
Uranium 
Gold 


Expenses 

Products and services sold 
Uranium 

Gold 


Depreciation, depletion and reclamation 
Uranium 
Gold 


Segmented earnings from operations 
Uranium 
Gold 


Non-segmented expenses 
Earnings from operations 
Other income (expense) 
Income taxes 


Net earnings 


Capital employed 
Uranium 
Gold 


Capital expenditures for the year 
Uranium 


Gold 


1996 1995 1994 
(Millions of dollars) 

$ 561.0 8 3/30 SS SYA 7 
29.9 Ps: ~ 
590.9 395.3 347.7 
279.7 ed ASO 
18.5 WS) - 
298.2 190.2 WIH/DO 
87.6 62.4 IKE 

7A Doll — 

95.0 67.5 DAO 
193.7 132.9 Sel 
4.0 AT — 

MONG STE. 137.6 spl 
52.4 33.8 30.6 
145.3 103.8 84.5 
(2.5) 1.8 (3) 
(5.3) (3.5) (3.1) 

$ 137.5 $ 102.1 $ 81.1 
$1,340.6 SAIL Sole2 ile 
354.0 292.4 111.4 
$1,694.6 $1,570.0 $1,362.9 
$ 68.9 SS OS) $ 50.5 
86.5 99.4 De 

$ 155.4 $ 176.3 $ 105.7 


ae 


23. SUBSEQUENT 
EVENT 


24. COMPARATIVE 


_FIGURES—_ 


25. GENERALLY 
ACCEPTED ACCOUNT- 
ING PRINCIPLES IN 
CANADA AND THE 
UNITED STATES 
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(b) Geographic Segments 1996 1995 1994 
(Millions of dollars) 


Revenue from products and services 


Canada - domestic $ 43.9 $ 28.0 $ 34.5 
- export 540.9 360.8 Soe 
Central Asia 6.1 6.5 = 


S209 $93 953 $ 347.7 
Segmented earnings from operations 
Canada bo 1916 Ss) 1301 St 
Central Asia 6.1 6.5 — 
et 9787 50° 137-6 oe 115 


Capital employed 


Canada $ 1,358.2 $ 1,302.4 $ 1,276.0 
Central Asia 336.4 267.6 86.9 
$ 1,694.6 $ 1,570.0 $ 1,362.9 


Total capital employed includes expenditures on non-producing development properties. 
(c) Major Customers 


During 1996, sales to one major electric generating utility accounted for 10.6% of total uranium rev- 
enue. During 1995 and 1994 no sales to any one customer exceeded 10% of revenue. As customers are 
relatively few in number, accounts receivable from any individual customer may periodically exceed 10% 


of accounts receivable depending on delivery schedules. 


On January 13, 1997, Cameco purchased all of the outstanding shares of Power Resources, Inc., a 
US corporation producing uranium utilizing in situ leach technology. The acquisition price was 
$106.5 million (US) and was financed by debt. 


Certain of the 1995 and 1994 balances have been reclassified to conform to the current financial 


statement presentation. 


he consolidated financial statements of Cameco are expressed in Canadian dollars and are prepared in 
cordance with Canadian generally accepted accounting principles (GAAP), and conform, in all mate- 


ial respects, with those generally accepted in the United States except as described below: 


(a) Income Taxes CMS | 0 G 


Cameco follows the deferral method of accounting for income taxes in accordance with Canadian 
GAAP which relates the provision for income taxes to the accounting income for the period. Under the 
deferral method, the amount by which the tax provision differs from the amount of tax currently 
payable is considered to represent the deferring to future periods of benefits obtained or expenditures 
incurred in the current period and accordingly is computed at current tax rates. The accumulated tax 
allocation debit or credit is not adjusted to reflect subsequent changes in tax rates. In the United States, 
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statement of financial accounting standards no. 109 accounting for income taxes (SFAS 109) requires 
the use of the asset and liability method of accounting for income taxes. Under the asset and liability 
method, deferred taxes are recognized for the future tax consequences attributable to tax assets and 


liabilities measured using enacted tax rates expected to apply to taxable income in the years in which 


those temporary differences are expected to be recovered or settled. Under SFAS 109, the effect on 


deferred tax assets and liabilities of a change in tax rates is included in earnings in the period that 


includes the enactment date. 


The application of US GAAP would have the following effect on the net earnings as reported: 


Net earnings for the year as reported in 


1996 1995 1994 
(Thousands of dollars) 


accordance with Canadian GAAP DI B75 3333 $102,085 $ 81,144 
Application of asset and liability method of Ce 104 

accounting for income taxes (68,100) (1,197) ~ 6,659 
Net earnings for the year in accordance with 

US GAAP $ 69,433 $100,888 $ 87,803 
Net earnings per common share in accordance 

with US GAAP $ LES $ 1EOS) $ 1.69 


The application of US GAAP would have the following effect on the statements of consolidated 


financial position as reported: 


——————— 


——_— ___ 


1996 1995 1994 

(Thousands of dollars) 
Increase in net deferred tax values ‘$ 7,800 $ 75,900 $ 77,097 
Increase in equity SHK ivaRs 7.8 $ 75,900 $ 77,097 


The tax effects of temporary differences that give rise to the deferred tax assets and deferred tax 


liabilities are as follows: 


Deferred tax assets (liabilities): ae eae dollars) ae 
Property, plant and equipment $ (5,548) $ 75,144 $120,201 
Provision for reclamation 29,324 DS AGS 23,293 
Foreign exploration and development 10,938 9,504 7,992 
Other 6,311 4,240 9,036 
Inventories (33,225) (38,443) (41,372) 

7,800 75,900 LORD O 
Less valuation allowance — - (42,053) 
Net deferred tax values $ 7,800 $ 75,900 $ 77,097 


Realization of the deferred tax values is dependent on generating sufficient taxable income. Although 
realization is not assured, at December 31, 1996 management believes it is more likely than not that 


all of the net deferred tax values will be realized. 
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(b) Accounting for Stock-Based Compensation 


Statement of financial accounting standards no. 123, accounting for stock-based compensation (SFAS 
123) was issued in 1995 by the Financial Accounting Standards Board. SFAS 123 establishes finan- 
cial accounting and reporting standards for stock-based employee compensation plans as well as trans- 
actions in which an entity issues equity instruments to acquire goods or services from non-employees. 
This statement defines a fair value based method of accounting for employee stock options or similar 
equity instruments. However, it also allows an entity to continue to measure compensation cost for 
those plans using the intrinsic value based method of accounting prescribed by APB opinion no. 25, 
accounting for stock issued to employees which is similar to the method applied under Canadian 
GAAP. Cameco currently accounts for its stock compensation plans using the accounting prescribed 
by APB opinion no. 25. If the fair value based method of accounting had been applied under SFAS 
123, pro-forma net earnings and earnings per share would have been as follows: 
1996 1995 1994 
(Thousands of dollars) 

Net earnings for the year in accordance 

with US GAAP as calculated above $ 69,433 $ 100,888 $ 87,803 
Effect of recording compensation 

expense under stock option plans (3,887) (3,551) (2,078) 
Pro-forma net earnings after application 

of SFAS 123 $ 65,546 $597,337 589,725 
Pro-forma net earnings per common share 

after application of SFAS 123 $ 1.24 $ 1.86 S~ 65 
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Consolidation 
Principles 


Inventories 


Supplies 


Property, Plant 
and Equipment 


Non-Producing 
Properties 


Capitalization 
of Interest 


SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 


The consolidated financial statements are prepared by management in accordance with account- 
ing principles generally accepted in Canada and, except as described in note 25, conform in all 
material respects with accounting principles generally accepted in the United States. Management 
makes various estimates and assumptions in determining the reported amounts of assets and lia- 
bilities, revenues and expenses for each year presented, and in the disclosure of commitments and 
contingencies. Changes in estimates and assumptions will occur based on the passage of time and 
the occurrence of certain future events. This summary of significant accounting policies is a 
description of the accounting methods and practices that have been used in the preparation of 
these consolidated financial statements and is presented to assist the reader in interpreting the 


statements contained herein. 


The consolidated financial statements include the accounts of Cameco and its subsidiaries. 


Interests in joint ventures are accounted for by the proportionate consolidation method. 


Inventories of broken ore, uranium concentrates and refined and converted products are valued at 
the lower of average cost and net realizable value. Cost for customer-owned conversion inventories 


is the cost of the refining and conversion processes. 


Consumable supplies and spares are valued at the lower of weighted average cost and replace- 


ment value. 


Assets are carried at cost. Costs of additions and improvements are capitalized. When assets are 
retired or sold, the resulting gains or losses are reflected in current earnings. Maintenance and 
repair expenditures are charged to cost of production. 

The carrying values of property, plant and equipment are periodically assessed by manage- 
ment and if management determines that the carrying values cannot be recovered, the unrecover- 


able amounts are written off against current earnings. 


The decision to develop a mine property within a project area is based on an assessment of the 
commercial viability of the property, the availability of financing and the existence of markets 
for the product. Once the decision to proceed to development is made, development and other 
expenditures relating to the project area will be deferred and carried at cost with the intention that 
these will be depleted by charges against earnings from future mining operations. No depreciation 
or depletion will be charged against the property until commercial production commences. After 
a mine property has been brought into commercial production, any additional work on that 
property will be expensed as incurred, except for large development programs, which will be 
deferred and depleted over the remaining reserves. 

The carrying values of non-producing properties are periodically assessed by management 
and if management determines that the carrying values cannot be recovered, the unrecoverable 


amounts are written off against current earnings. 


Interest is capitalized on expenditures related to construction or development projects actively 
being prepared for their intended use. Capitalization is discontinued when the asset enters com- 


mercial operation or development ceases. 


Depreciation 
and Depletion 


Research and 
Development and 
Exploration Costs 


Environmental 
Protection and 
Reclamation Costs 


Post-Employment 
Benefits 


Sales of Products 
and Services 
Amortization of 


Financing Costs 


Foreign Currency 
Translation 


Hedging 
Transactions 


Per Share Amounts 
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Fuel services assets, mine buildings, equipment and mineral properties are depreciated or depleted 
according to the unit-of-production method. This method allocates the costs of these assets to 
each accounting period. For fuel services, the amount of depreciation is measured by the portion 
of the facilities' total estimated lifetime production that is produced in that period. 
For mining, the amount of depreciation or depletion is measured by the portion of the mines! 
economically recoverable proven and probable ore reserves that are recovered during the period. 
Other assets are depreciated according to the straight-line method based on estimated useful 


lives which range from three to 10 years. 


Expenditures for applied research and technology related to the products and processes of 
Cameco and expenditures for geological exploration programs are charged against earnings as 


incurred. 


Expenditures relating to ongoing environmental and reclamation programs are charged against 
earnings as incurred or capitalized and depreciated depending on their relationship to future 
earnings. The estimated costs for decommissioning and reclaiming producing resource properties 
are accrued and charged to operations according to the unit-of-production method. Actual costs 
of decommissioning and reclamation are deducted against this accrual. 


Cameco accrues for all post-employment benefits. 


In accordance with normal industry practices, Cameco contracts for future delivery of mine con- 
centrates and conversion services. Sales revenue is recorded in the period that title passes or, with 


customer-owned material, when delivery is effected. 


Debt discounts and issue expenses associated with long-term financing are deferred and amor- 


tized over the term of the issues to which they relate. 


Monetary assets and monetary liabilities denominated in foreign currencies are translated into 
Canadian dollars at the year-end rate. Except for revenues that are hedged, revenue and expense 
transactions denominated in foreign currencies are translated at rates in effect at the time of the 
transaction. 

Except for long-term debt that is hedged, foreign currency gains or losses arising on transla- 
tion of long-term debt are deferred and amortized over the remaining term of the debt. Foreign 
currency gains or losses realized upon repayment of long-term debt are included in interest 


expense. 


> 


To protect selling prices for future production, Cameco enters into commodity and currency 
hedging transactions which may include spot deferred, forward sales and option contracts. 
Contracted prices are recognized in revenue as production is delivered, or if contracts are closed 
out before the planned delivery, recognition of any gains or losses on contracts is deferred until 


delivery. 


Earnings per common share and cash from operations per common share are calculated using the 


weighted average number of paid common shares outstanding. 
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FIVE YEAR FINANCIAL DATA 


(expressed in thousands of Canadian dollars except per share amounts) 


Earnings 


Financial Position 


Revenues 
Expenses 
Products and services sold 
Depreciation, depletion 
and reclamation 
Administration/ 
research & development 
Exploration 
Interest 


Earnings from operations 
Other income (expense) 


Earnings before income taxes 


and minority interest 

Income taxes 

Minority interest 
Net earnings 


Retained earnings at 
beginning of year 

Dividends 

Retained earnings at end of year 


Current assets 
Current liabilities 
Working capital 
Non-current assets 
Capital employed 
Long-term debt 
Provision for reclamation 
Other liabilities 
Minority interest 
Shareholders’ equity 
Total financing of capital 
Long-term debt 

(% of capital employed) 
Current ratio 
Debt/equity ratio 


1996 1995 1994 1993 1992 
$ 590,861 $ 395,271 $ 347,685 $ 305,846 $ 304,904 
298,205 190,210 175,040 146,700 140,205 
94,974 67,481 If DIA 58,032 Ken ()5) |. 
26,589 21,246 17,847 12,945 15,884 
29223) 16,991 11,890 9,753 LS 8i 
(3,396) (4,412) 823 MIDST 9,046 
445,595 DO een DOS ele 229,697 235,347 
145,266 LO3;755 84,568 76,149 69,557 
(2,422) 1,858 (327) MS (58,535) 
142,844 105,613 84,241 76,174 11,022 
35) 3,528 3,083 DESO 2,788 
— — 14 305 264 
8 7533 SS OPO SS Sills S§ WS ORG SS 7,970 
 SVALISIL SS DSO SS UO ISS BS ile SS WEO NSS 
(26,458) (26,215) (26,037) (26,009) (25,978) 

$ 440206 $7329131-$ 253,261 $ 198:1546S 15 ie 
$9 355,13845 $345,801 S$" 2295866 $247,206 S$ 264,731 
84,022 97,369 63,818 48,882 38,779 
DIN MMA 248,432 166,048 198,324 225,952 
1,423,448 1,321,549 1,196,896 1,103,666 Pile i2 
$1,694,560 $1,569,981 $1,362,944 $1,301,990 $1,337,704 
$ 200,018 $ 196462 $ 61,568 $ 74,927 $ 170,008 
64,171 Di, 6 52,092 48,198 45,774 
10,699 14,524 28,912 9,993 (417) 

_ - — DOL» 5,833 
1,419,672 M3065 72 152203720 ls1631047 sl 506 
$1,694,560 $1,569,981 $1,362,944 $1,301,990 $1,337,704 
11.8% 1a) 4.5% 5.8% 12.7% 

4.2:1 3.6:1 3.6:1 Dell 6.8:1 

41 slaps 05:1 .06:1 AGE 


FIVE YEAR FINANCIAL DATA 


(expressed in thousands of Canadian dollars except per share amounts) 


Cash Flows 


Per Common Share 


Shareholders’ Data 


Production Data 


Cash from operations 
Cash applied to 

investing activities 
Cash provided by 

(applied to) financing 
Increase (decrease) in 

cash during the year 
Cash at beginning of year 
Cash at end of year 


Earnings from operations 

Net earnings 

Cash from operations 

Dividends paid 

Weighted average number 
of paid common shares 


Number of common 

shares outstanding 
Market price (TSE) - high 
- low 


- close 


Uranium concentrates 
(Ibs U3O8) 

Uranium conversion (tU) 

Gold (troy oz) 


Average uranium spot price 
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for the year ($US/Ib U30g) $ 15.54 


Employees at year end 


1996 1995 1994 1993 1992 
$175,702 $133,180 $176,079 $127,067 $131,398 
(162,053) (252,482) (106,467) (63,012) —- (74,358) 
(13,688) 113,484 (42,321) (115,894) (11,128) 
(39) (5.813) 27,291 (51,839) 45,912 
14,642 20,460 (6,831) 45,008 (904) 

$ 14,603 $ 14,642 $ 20,460 $ (6,831) $ 45,008 
ee ee oS aeea 63. $2 147) OS. 9134 
2.60 1.95 1.56 1.41 0.15 

3.33 2.54 3.38 2.45 253 

0.50 0.50 0.50 0.50 0.50 
52,833,746 52,359,946 52,034,234 51,942,990 51,936,072 
53,175,458 52,652,945 52,261,847 52,046,948 51,936,072 
76.25 lage 31.13 28.50 18.25 
50.38 29.50 21.75 17.00 16.63 
54.90 50.63 31.13 28.50 17.50 
16,560,000 15,160,000 13,991,000 13,221,000 13,579,000 
10,127 10,552 9,490 7,853 5,481 
40,375 31,623 = = 6 

Syl 460 So OS eee OS. Sams. 5a 

1,350 1237 1,191 1,133 1,078 


62 


Candu 


Dose 


Enriched uranium 


Highly enriched 
uranium (HEU) 


In situ uranium 
leaching 


Light-water reactor 


Low-enriched 
uranium (LEU) 


Ounce (0z) 
Spot market 


Spot market price 


Western World 


GLOSSARY 


Canada, Deuterium, Uranium. Canadian designed and built pressure tube nuclear reactor which 


uses natural uranium as fuel and heavy water (deuterium oxide) as the moderator. 
Term used to quantify the amount of energy absorbed from ionizing radiation per unit mass. 


Uranium in which the content of the isotope uranium-235 has been increased above its natural 


value of 0.7% by weight. 


Uranium in which the natural component of the fissionable isotope uranium-235, about 0.7%, 


has been increased to 20% or more. 


A process involving pumping a solution down an injection well where it flows through the 
deposit, dissolving uranium. The uranium-bearing solution is pumped to surface where the urani- 


um is recovered from the solution. 


A thermal reactor using ordinary water both as a moderator and as a coolant with enriched 


uranium as fuel. 


Uranium in which the natural component of the fissionable isotope uranium-235, about 0.7%, 
has been increased up to 20%. Typical LEU for commercial power reactors is enriched in urani- 
um-235 to the range of 3% to 5%. 


All ounces in this report are troy ounces. 

The buying and selling of uranium products for delivery within one year. 

Price for product sold or purchased in the spot market rather than under long-term contract. 
Tonne (metric ton) 

Ton (short ton) 


Uranium dioxide. Converted from UO3 at Cameco’s Port Hope plant, then compressed to pellets 
and sintered by fuel fabricators to make fuel for Candu reactors. 


Uranium trioxide. An intermediate product produced at Cameco’s Blind River refinery and used 
as feed to produce UO2 and UF¢ at Cameco’s Port Hope conversion plants. 


Triuranium octoxide. At Cameco operations, it is in the form of concentrate, often called yellowcake. 


Uranium hexafluoride. Converted from UO3 at Cameco’s Port Hope plant. Following enrichment, 
UF¢ is converted to enriched UO? suitable for fabrication into fuel for light-water reactors. 


Western world includes Argentina, Belgium, Brazil, Canada, Czech Republic, Finland, France, 
Germany, India, Indonesia, Japan, Mexico, Netherlands, Pakistan, Philippines, Romania, Slovenia, 
South Africa, South Korea, Spain, Sweden, Switzerland, Taiwan, Thailand, Turkey, United 
Kingdom and the United States. 


CONVERSION 
FACTORS 


RESERVES 
Reserves 


Proven Reserves 


Probable Reserves 


RESOURCES 
Resources 


Indicated 
Resources 


Inferred Resources 


GLOSSARY 63 


Weights and measures are indicated in the unit most commonly used in specific areas of the 
industry. These are noted with * and conversion factors are provided below. 


Take This: *cm *km *Oz t pi, *oz/1 Ib U308 tU *% U308 
Do This: = 2.54: = 1.6093 :x 31.1035: x 1.102 : x 0.9072: x 34.286 : = 2599.8 : x2599.8 :+ 1.17924 
To Obtain This: = inch = mile =¢ =T =t =g/t =tU =\lbU30, =%U 


That part of a mineral deposit which could be economically and legally extracted or produced at 
the time of the reserve determination. Reserves can be either proven or probable. (This relates to 
operating mines and properties at the development or pre-development stage, based on a positive 
feasibility study. These reserves include material in place and on stockpiles with allowances for 


mining recovery, dilution and leachability.) 


Reserves for which (a) quantity is computed from dimensions revealed in outcrops, trenches, 
workings or drill holes; grade and/or quality are computed from the results of detailed sampling 
and (b) the sites for inspection, sampling and measurement are spaced so closely and the geologi- 
cal character is so well defined that size, shape, depth and mineral content of reserves are well- 
established. (They include the broken material on stockpiles.) 


Reserves for which quantity and grade and/or quality are computed from information similar to 
that used for proven reserves, but the sites for inspection, sampling, and measurement are farther 
apart or are otherwise less adequately spaced. The degree of assurance, although lower than that 


for proven reserves, is high enough to assume continuity between points of observation. 


Resources are the estimated quantity, grade and/or quality of mineralization that is of potential 
economic merit. A resource estimate does not require specific mining, metallurgical, environmental, 
price and cost data, but the nature and continuity of mineralization must be understood. Resources 
can be either indicated or inferred. They are a potential from which reserves could be defined. 


Indicated resources are the estimated quantity, grade and/or quality of part of a mineralized 
body for which the continuity of grade and/or quality, together with the extent and shape, are 
so well established that a reliable grade and tonnage estimate can be made for a deposit of poten- 
tial economic merit. Fundamental to the indicated resource class is a well established indication of 


the geological continuity of the zones of mineralization. 


Inferred resources are estimated quantity, grade and/or quality of a mineralized body, or a part 
thereof, that is determined on the basis of limited sampling, but where there is sufficient geologi- 
cal information and a reasonable understanding of the continuity and distribution of mineraliza- 


tion to outline a deposit of potential economic merit. 


64 


1996 URANIUM PRODUCTION 


CAMECO'S SHARE OF PRODUCTION 
Total 16.6 million lbs U30g 


CANADIAN PRODUCTION 
Total 30.6 million lbs U30g 


PEN? [LPNIGE: sccvssoceeces200e Reema Atena nes 


Sondoceno soar canes RABBIT LAKE 


STANLEIGH 


(estimate) 


CLUFF LAKE 


(estimate) 


RABBIT LAKE 


WORLD PRODUCTION 
Total 93 million lbs U30 


AUSTRALIA oFeeletater one ets tal caste ete ate tete efoyateteledoos| seca Mts 21 h-VoRee 1) ott) er 

CIS lalate lotsle elarasiesstotetstaelatetiatptr anise aie icie wieteenne einlctetanisn ace 

OTHER SSO DODH Arg CODCOOLICHAC OE COD OO ORO SODR Ra RROE ORIEL 

FE ENR: Nake AI come ne, —————— AFRICA 
EASTERN EUROPE BCC TAMAR RM Sae odes Coc HDs nats ApS Ee uO n duoeen a soncesd : Be RY SOND ER Re RRO x J. Mee rota WESTERN EUROPE 


Source: The Ux Consulting Company, LLC 


Cameco’s leadership position in the uranium industry was unrivalled in 1996. The company’s 
share of production was 16.6 million pounds U3Og accounting for 18% of world output. 
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NUCLEAR REACTORS 


ae 31 
n/a 218 

12 8,642 

or 44 853 

-Slovenia/Croatia hy Mes 00" 40 335 
South Africa ore O08 7 . 749 
Spain 9 0 34 3,580 
Sweden 12 0 47 4,030 
Switzerland By 0 40 (561 
Taiwan 6 0 Hei, 2,423 
Ukraine 14 2 38 6,718 
UK 35 0) 5) 6,642 
USA 108 eel 23 48,936 
Total 435 29 166,558 


Source: The Uranium Institute 


' At December 31, 1996 

E1995 

# GBS 

* Not applicable. Commercial operation began in December 1996. 
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Clockwise from front: 


Bernard M. Michel 1 

Saskatoon, Saskatchewan 

Chair, President and Chief Executive 
Officer, Cameco Corporation 


Allan E. Blakeney 1 2,3, 4,5 
Saskatoon, Saskatchewan 


Former Premier of Saskatchewan 


Richard B. Baltzan 1 2 

Saskatoon, Saskatchewan 

Physician, Member of Executive 
Committee and Chair of Finance 
Committee of the Royal College of 


Physicians and Surgeons of Canada 


Robert T. F. Reid 1.5 
Vancouver, British Columbia 
President and Chief Executive 
Officer, Westcoast Energy 


International Inc. 


Robert W. Peterson 2 3 

Regina, Saskatchewan 
President and Chief Operating 
Officer, Denro Holdings Ltd. 


Nancy E. Hopkins 2, 4 
Saskatoon, Saskatchewan 


Lawyer, Partner, Gauley & Co. 


George S. Dembroski 4, 5 

Toronto, Ontario 

Vice-Chair and Director 

RBC Dominion Securities Limited 


James R. Curtiss 3 
Washington, D.C. 
Lawyer, Partner, Winston & Strawn 


Harry D. Cook 3 

La Ronge, Saskatchewan 

Chief, Lac La Ronge Indian Band 
President, Kitsaki Development 


Corporation 


John R. McCaig 4 5 
Calgary, Alberta 
Chair, Trimac Corporation 


Kim Thorson 2. 4 
Weyburn, Saskatchewan 
Lawyer, Hardy & Thorson 


Justus Dornier 3 

Zurich, Switzerland 

Nuclear Physicist 

Chair, Trans-Finanz Holdings Ltd. 
(financial holding company) 


Committee Members: 

1 Executive 

2 Audit 

3 Environmental and Safety 

4 Compensation and 
Human Resources 

5 Nominating and 


Corporate Governance 


OFFICERS 
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Left to right: 


Thomas J. Gorman 
Vice-President, Finance 
Chief Financial Officer 


and Treasurer 


Rita M. Mirwald 
Vice-President 


Human Resources 


and Corporate Relations 


Gerald W. Grandey 
Senior Vice-President 
Marketing and Corporate 


Development 


Gary M. S. Chad 
General Counsel and 


Secretary 


Bernard M. Michel 
Chair, President and 
Chief Executive Officer 
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SHARES LISTED 


STOCK SYMBOL 


TRANSFER AGENT 


ANNUAL MEETING 


DIVIDEND POLICY 


INVESTOR 
INQUIRIES 


INVESTOR INFORMATION 


The Toronto Stock Exchange 
The Montreal Exchange 
New York Stock Exchange, Inc. 


-CCO (TSE, ME) 


CCJ (NYSE): 


Contact the transfer agent for information on share holdings, dividend cheques, lost share 
certificates and address changes. 


The R-M Trust Company 
1080-2002 Victoria Avenue 
Regina, Saskatchewan 

S4P OR7 

Telephone: (306) 751-7550 
Facsimile: (306) 751-7552 


The annual meeting of shareholders of Cameco Corporation is scheduled to be held Thursday, 
April 24, 1997 at 1:30 pm at the Delta Bessborough, Saskatoon, Saskatchewan. 


1996 SHARE VOLUME TSE 


(thousands of shares) 


The board of directors has established a div- 
idend policy of paying quarterly dividends 
of $0.125 ($0.50 per year) per common 
share. This policy will be reviewed from time 
to time in light of the company's cash flow, 
earnings, financial position and other 
relevant factors. 


Cameco Corporation 
Corporate Relnone Department jan feb mar apr may jun jul aug sep oct nov dec 
2121-11th Street West 
Saskatoon, Saskatchewan 


S7M 13 


1996 SHARE PERFORMANCE TSE 


Telephone: (306) 956-6400 
Facsimile: (306) 956-6318 
World Wide Web address: 


Wwww.cameco.com 


jan feb mar apr may jun jul aug sep oct nov dec 


high, low = close 


More than 28 million shares traded during the year at 
prices ranging between $50 to $76. 


INDEX 


Cameco Corporation 

Head Office _ 
2121-11th Street West 
Saskatoon, Saskatchewan ee 
Canada S7M ae 


Telephone (306) 956-6206 
Facsimile: (306) 956-6201 


